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UNITED STATES INTEBNA I O N A J ~  VELOPMENT C O O P E R A T I O N  A G E N C Y  

PIGEN&& F ~ R  &%I~%ONAL DEVELOPMENT 
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ACTION MEMORANDUM FOR THE ACTING ADMINISTRATOR 

THRU : AA/PPC, Richard E. Bisse111;?)5jl 

FROM : A/AA/AFR, Walter G. B o l l i n g e r v b ~  

AUG - 2 1989 

SUBJECT: Madagascar Debt-for-Nature Swap 6oject. Project No. 
687-0112 

I. Problem: Your approval is requested to authorize a grant 
for the World Wildlife Fund ( W F )  Debt-for-Nature Project in 
Madagascar, involving a contribution of $1,000,000 over the 
three year life of the project from the FY 1989 Development 
Fund for Africa appropriation. 

11. - Discussion: The purposes of this project are to increase 
the technical and financial resources available in Madagascar 
for the protection of natural resources and to reduce 
Madagascar's external debt burden. 

WWF will establish with the Central Bank of Madagascar a three 
year Debt-for-Nature project allowing, but not obligating, WWF 
to redeem up to $3 million in face value promissory notes. Of 
the $1 million requested from A.I.D., approximately $750,000 
would be used nver the life of project to acquire Malagasy 
public debt, with the remainder dedicated to foreign exchange 
costs of technical assistance, project administration and 
monitoring. 

L 

Local currency proceeds from the redemption of the promissory 
notes will be used by WWF to establish a conservation project 
comprised of the following types of activities: 

1) Protected area establishment and management -- 
a 

Planning, administration, protection and rural development -- 
< 

--d - --.=-- - - 
ct ivi ties -in par ks--and--reserves--and--thei-r-bUf fCrA-zones; t- -. m -. - - - n3 

'-5 
2) Identification of key areas for biodiversity protection : a 

outside parks and reserves -- .3 - 
-- 
: aD 

Research to identify key areas for biodiversity protection .. u a  

outside existing parks and reserves and support for 
proposal development for projects in these areas; 



3) Institutional strengthening of the Department of Waters and 
Forests of the Ministry of Animal Protection, Waters and 
Forests -- 
Training of conservation professionals through the 
organization and implementation of in-country workshops and 
field courses; 

Institutional support to government agenciss responsible 
for managing Madagascar's parks, reserves, and forests. 

The principal human beneficiaries will be low-income 
subsistence farmers living in buffer zones of the protected 
areas. They will benefit from material support, improved 
cultivation techniques and the overall improvement in natura 
resources utilization. The governnent will benefit through the 
institutional strengthening component, by the increased - 
availability of financial resources provided by the project, 
and by the reduction in the amount of Madagascar's external 
debt burden. 

The 'WWF's commitment to, and experience with, this type of 
project is evidenced by the fact that for the past 10 years, 
WWF has supported a wide variety of conservation activities in 
Madagascar including biological inventories, establishment and 
management of protected areas, development of buffer zone 
projects, technical assistance, and training of Malagasy 
conservationists. In 1986, WWF drafted An Action plan for 
Conservation of Bioloaical Diversitv in -~ - _ - - _ _, - .  fdagascar which 
identified the specific, highest priority projects to be 
undertaken over a five-year period to ensure the greatest 
measure of protection to Madagascar's biological diversity. 

Since 1987, WWF has participated in a joint phanning effort 
with the Government of Madagascar, the World Bank, A.I.D., the 
Swiss Corporation, UNDP, and UNESCO to develop a comprehensive 

1 Environmental Action Plan (EAP) for Madagascar. WWF is taking 
an active role in developing the first phase of the EAP -- the 
Environment I Project -- which focuses primarily on improving 

-- - -  - 
the management of the country's protected areas. Through these-- 

- - a a -o th-e-r --a-d-t-iFi-E-iE,- has- -G t-migjj;&-d- - i ~ s x f  he &-ad-i-n-g - 
conservation organization devoted to ene conservation of 
biological diversity of Madagascar. 

A. Financial Summary 

Life-of-project funding will be $1.0 million. The project will 
be fully-funded in the first year of obligation, FY 89. - 



The budget shows the projected use of USAID funds over 3 years 
for the Debt-for-Nature project. WWF is requesting $1,000,000 
from USAID and will contribute a minirrium of $250,000 of its own 
resources toward the project. 

Other WWF contributions to conservation in Madagascar include 
e.g., the initial investment in developing a conservation plan 
and developing the Debt-for-Nature project. 

BUDGET (in Thousands of U.S. $ I s )  

Year 1 Year 2 Year 3 Total 

Debt Acquisition* $ 250 250 250 750 

In-country Technical Advisor 
(salary, benefits, housing) 25 50 50 125 

Vehicle purchase and upkeep 25 5 5 35 

WWF Management 30 30 30 90 

TOTAL 330 335 335 1,000 

*Proposed allocation of debt-Swap proceeds by year shown below. 

Activity -- 
Proceeds 

1) High Priority Protected 
Areas 

Percentage of Debt-Swap 

Year 1 Year 2 Year 3 

d 2) Technical Advisor Support 
Staff, Office 5% 10% 10% 

- 

B. Committee Actions and Findinss 

- 
- The World Wildlife Fund (WWF) proposal was reviewed June 9, 1989 

by the Africa Bureau Project Committee (PC). 



The PC unanimously endorsed the project concept and design and 
requested additional information from WWF in order to finalize the 
proposal and complete the Bureau review/approval process. 
Additional information requested included: 

1. End-of Project Status (EoPS) indicators and magnitude of 
the outputs. 

2. Identification of the beneficiaries and potential impact 
of the project. 

3. Local currency disbursement schedule. 

4. An evaluation and monitoring plan consistent with recent 
A.1 .D. guidance. 

This additional information was provided by WWF on July 7, 1989 
and circulated to the Project Committee which determined it to be 
responsive. With this information in hand, the Project Committee 
recommended approval of a grant to carry out a Debt-for-Nature 
Swap. 

~ ~ ~ I ~ / ~ a d a g a s c a r  strongly supports, and is in full concurrence 
with the Debt-for-Nature project. 

C. Environmental Considerations 

The Initial Environmental Examination, recommending a categorical 
exclusion, has been approved by the Acting Bureau Environmental 
Officer . 
D. Grant Management 

AID/W backstopping of the grant will be the responsibility of 
AFR/MDI. USAID/Madagascar will be responsible for field 
implementation and monitoring. 

E. Gray Amendment 

- . -  - No__significant _contracting with U._S. firms- i.s gxpected and _ :-_- 
opportunities for Gray Amendment firms are not anticipated. 

111. Waivers: No waivers are needed. 

IV. Justification to the Congress: A Congressional Notification 
(CN) to advise that A.I.D. intends to obligate $1,000,000 from The I 

Development Fund for Africa in FY 1989 was sent to Congress on 
July 20, 1989. 



Authority: Pursuant to Delegation of authority Nos. 1 and 300, 
the Acting Administrator for A.I.D. has the authority to approve 
projects and LOP funding levels. 

VI. Recommendation: That you sign the attached authorization and 
thereby approve the World Wildlife Fund Debt-for-Nature Project in 
Madagascar, with planned obligations not to exceed $1,000,000. 

Clearances: 

AFR/MDI:WWeinstein draft date 7-27-89 
AFR/TR/ANR:LJ~QSQ~ draft date 1-28-89 
AFR/DP': J~ovan draft date 1-28-89 
AFX/CONT :R~ing date , J .  ' / .. 

GC/AFR:JKnott -& date 
Al?R/EA:A~Lundberg W f t  date 

I 



PROJECT AUTHORIZATION 

Name of Country: MADAGASCAR 

Name of Project: Debt-For-Nature Project 

Number of Project 687-0112 

i. Pursuant to Sections 103 and 119 of the Foreign Assistance Act of 
1961, as amended, and to the provisions in the appropriations heading 
"Sub-Saharan Africa, Development Assistancen contained in the FY 1989 
Foreign Operations, Export Financing and Related Programs 
Appropriations Act, I hereby authorize the World Wildlife Fund (WWF) 
Debt-for-Nature Project for Madagascar, involving planned obligations 
not to exceed $1,000,000 in grant funds. A.I.D. funding of this 
project shall go, subject to the availability of funds and in 
accordance with the A.I.D. OY~/allotment process, to assist in 
financing foreign exchange and local currency costs of the project. 
The planned life of project is approximately three years from the 
date of initial obligation. 

2. The goal of the Debt-for-Nature Project is to protect the 
national resources of Madagascar. The purposz of the project is to 
increase the financial and technical resources available in 
Madagascar for the protection of natural resources and to reduce 
Madagascar's external debt service burden. The project will use a 
majority of the funds to purchase Malagasy public debt on the world 
market, to he redeemed by the Central Bank of Madagascar in local 
currency. These local currency proceeds will support planning, 
administration, protection and rural development activities in parks 
and reserves and their buffer zones; research to identify key areas 
for biodiversity protection outside existing parks and reserves; 
training of conservation professionals; and institutional support to 
government agencies responsible for managing parks, reserves and 
forests. The remainder of the A.I.D. funds will be used to cover 
foreign-exchange _and_local currency~costs for . - - project - - - - - administration - - -- . 

and monitoring. 

3. The grant agreement, which may be negotiated and execated by the 
officers to whom such authoritv is deleqated in accordance with 
A.I.D. requlations and delesations of authority, shall be in 
accordance with the A. I. D. Debt for ~evelopment -~uidelines issued 
February 15, 1989, subject to such modifications or exceptions as 
A.I.D. may otherwise agree in writing. The grant agreement shall 
also be subject to the following essential terms, covenants, and 
major conditions, together with such other terms and conditions as 



A.I.D. may deem appropriate: 

a. Source and Origin of Commodities, Nationality of Services. 
Except as A.I.D. may otherwise agree in writing, 

(1) Commodities financed by A.I.D. under the technical assistance 
portion of the project shall have their source, origin, and 
nationality in A.I.D. Code 935 countries. 

(2) Ocean shipping financed by A.I.D. shall be financed only on flag 
vessels of the United States. 

b. Condition Precedent to First Disbursement. Prior to any 
disbursement or the jssuance of any commitment documents, the World 
Wildlife Fund shall, except as A.I.D. may otherwise agree in writing, 
furnish ir form and substance satisfactory to A.I.D.: 

(1) a statement representing and warranting that the named persons 
(whose specimen signatures certified as to authenticity are included) 
have authority to act as the representative(s) of the World Wildlife 
Fund with respect to: 

(a) official correspondence regarding the grant, and 

( b )  disburseinent of local currency generated under the grant. 

(2) a statement representing and warranting that none of the funds 
(dollars or local currency) received by the World Wildlife Fund 
through this Grant shall be used for training, advice, or any other - 
support to any police, or other law enforcement forces, except as 
A.I.D. may otherwise agree in writing. 

Mar L. Ede man - Ack-ing Ad*i*ixk-r-a-oi.- - - - _ _  -_ 
Agency for International 
Development 
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World wildlife Fund (WWF) is an independent, nonprofit 

organization dedicated to the worldwide consenration of 

- endangered species and critical ecosystems. Over the past 28 

. 
years, WWF has supported nearly 1400 conservation projects in 103 

countries throughout the world. 

- - - For the past 10 years, WWF has supported a wide 

conservation activities in the country of Madagascar 

biological inventories, establishment and management 

variety of 

including 

of protected 

areas, development of buffer zone projects, technical assistance, 

and training of Malagasy conservationists. In 1986, WWF drafted 

An Action Plan for Conservation of Bioloqical Diversity in 
- 

Madasascar which identified the specific, highest priority 

projects to be undertaken over a five-year period to ensure the 

greatest measure of protection to Madagascar's biological 

diversity. Since 1987, WWF has participated in a joint planning 

effort with the Government of Madagascar, the Morld Bank, the 
- -- - -- - 

U. s,-~gency -f or--International Development, the Swi-ss Corporation, - -- 
-7 

UNDP, and USESCO to develop a comprehensive Environmental Action 

C Plan (EAP) for Madagascar. WWF is taking an active role in 
.---- ---- developing-the-f i r s t - p h a s e - o f - t h e - E A P - P  -- . 

- Project -- which focuses primarily on improving the management of 

&I zmszrvation organ'ization devoted to the conservation of 
- 
-. L'-l*~lcal diversity of Madagascar. 



WWF is also the leading conservation organization engaged in 

arranging debt-for-nature swaps in developing countries. Debt- 

for-nature swapping was first proposed in 1984 by Dr. Thomas 

Lovejoy, then executive vice president of WWF. The idea behind 

the proposal was a simple one. Most banks in the developed . 
countries hold large amounts of debt from a group of 

approximately 20 Third World countries, and it appears 

increasingly unlikely that this debt will be repaid in full. 

Most of these debtor countries suffer from the dual problems 

economic underdevelopment and natural resource overexploitation. 

Burdened by debt payments, they are hard pressed to allocate 

scarce funds to natural resource conservation. If some portion 

of their total debt burden could be cancelled in exchange for 

increased support of conservation, then progress could be made on 

multiple fronts: debt could be reduced, natural resources 

- protected, and investment stimulated within the debtor country 

1 
itself. 

- - - -- . ---- -- - - Over the past several- years,- debt-for-nature -has--emerged -as - - - 

- more than a promising experiment. It has become an important 

- means to leverage funds for protection of natural resources in 
* 

- d~evYeelop_ing~co~unfr_ies .~or~i~s~parct  ,-WE has-act Fvely-pursued ,------- 

debt-for-nature opportunities, developing debt-for-nature - 
- 
- 

- a a r e e m ~ t s  in E c m o r  and the Philinninee and i n i n i n r r  w i t h  nthor - 
onsexvation-organizations to -develop an agreement in-costa R 

- (see Appendix B). In April 1989, WWF transacted the largest 

- debt-for-nature swap to date with the acquisition of $5.4 million 

I -- i 

--2, - 1 - . -1 - ---- - i " . I  ,- - 
d ,  4 ,  -. _. - 7 

- , !: 
'- -.., ~, < -- --- ,' ->. 



- 
face amount of Ecuad~rean debt. Overall, WWF has acquired $7 

- million face amount of debt for debt-for-nature programs. WWF is 

seeking next to arrange a debt-for-nature swap in Madagascar and 

- is asking support in the amount of $1 million over three years 

- from the U.S. Agency for International Development for a debt- 

for-nature program in that country. 

Prouram Definition and Sco~e 

Need to Prckect Natural Resources in Madaaascar 

Madagascar is one of the richest and most unique countries 

on earth from a biological perspective. Approximately 150,000 of 

Madagascar's 200,000 species of plants and animals are found 

nowhere else in the world, and this remarkable endemism is 

accompanied by very high diversity in most groups. The island's 

endemism and high number of species, coupled with its small size, 

make it an extremely important global resenroir for biological 

diversity and thus a high priority for conservation. Madagascar 

- -  --- - - has often-been- cal-led the single highest conservation priority.-in -- _ - -  
- - 

the world, and World Wildlife Fund scientists have grouped it 
I 

- C with six other %egadiversityN countries which deserve immediate 

Il-and-conce~ed_consentation.~attention .--Thes-e-8-eveen countries ---- 

alone account for up to 60 percent of the earth's total species. 

acmar i c  alan nne of the wsrld'u noorest countries. - 
. 

lthough it is the fourth largest island in the world, -an 

overall population density is still relatively sparse (fewer than 

20 inhabitants per square kilometer), per capita income in this 
I t  

', , 
- -- _--l.l--ll.l-ll-l __ll_l______ I_I_III_____L-_ll_ 

I 

_____ 
- 



nation of nearly 11 million people is less than $300 per year. 

This places Madagascar among the very poorest of countries in 

Africa and Asia, and well below the poorest country in the 

Western Hemisphere, Haiti. 

The existence of such extreme poverty -- coupled with 
increased efforts to promote economic development through - 
investments in physical infrastructura, commercial agriculture 

and natural resource exploitation -- is placing extreme pressure 
on critical habitats in all of Madagascar's ecosystems, 

Deforestation has proceeded at very rapid rates during the past 

- decade, and is currently estimated at close to 25,000 acres per 

year. In 1988, only about 20 percent of this once largely 

forested island remained in forest cover. Forest and habitat 

destruction in Madagascar exact heavy tolls -- reducing the 
future potential economic production of the countryfs natural 

resource base; further impoverishing poor people whose livelihood 

resources; and threatening extinction of a number of endemic 

wildlife species. 

The major underlying causes of such rapid rates of forest 4 

-- - ---pa- 

destruction are fundamentally linked to prevailing socib-economic 

conditions that have promoted inappropriate, wasteful 05 
inefficient-land use patterns. These include slash and bur 

agriculture; extension of commercial agriculture into hilly, 

forested or otherwise fragile lands; uncontrolled ranging of 

-=tack; poorly regulated timber exploitation; and fuelwood 



5 

gathering and charcoal production. With population growth 

approaching 3 percent, all of these pressures are likely to 

increase in coming years. 

In many areas of the country, growing fuelwood shortages, 

due to over-exploitation of forest resources, are posing serious 

economic hardships for families living at the subsistence level. 

The increased amount of time necessary for gathering fuelwood, 

particularly by women, has significantly decreased the time 

devoted to productive agriculture and the family. Thus, in 

addition to the direct ecological conse%quences of deforestation 

-- soil erosion, loss of biological resources, etc. -- the 
destruction of forest resources poses increased hardship and 

economic strains on the poorest people, directly contributing to 

decreased productivity and indirectly exacerabating social 

problems such as infant malnutrition. 

Clearly, efforts to protect the unique and fragile 

biological resources of Madagascar cannot proceed except as part 
- - - - - - - - - -- - - - - - -  - - ----- -- -- --- - -  - -  - - - 

of an integrated approach toward alleviating the underlying 

economic strains that are promoting such a wide-ranging assault 

on Madagascar's natural resource base. The challenge in 
- -- - - - --- 

Madagascar is to integrate current schemes to stimulate economic 

development and meet human needs with long-term planning to 



6 

Institutional Capacitv for Protectinq Natural Resources -- 

The Malagasy people are well aware of the urgency of their 

environmental situation: in a lecture last year at the 

Smithsonian Institution, his Excellency Leon Rajaobelina, 

Malagasy Ambassador to the United States stated, 

"Too often, cnvironmental and conservation concerns take the 

back seat to more immediate and more pressing problems. 

Conservation is in many instances viewed as some sort of 

afterthought, to which one pays lip service, in order to 

please some powerful lobbies in faraway developed countries. 

This, I am glad to report, is not the case for ny country.. . 
Conservation ranks high on the list of government priorities 

and has been made an integral part of our program of 

economic restructuring. We firmly believe that conservation 

of our natural treasures is first and foremost our own 
responsibility." 

b. 
.- _ --.-- -.. ..-.... _. _ ___ _ _- . . - . . . - -. . . . . . .- 

Despite this commitment to natural resource protection, the 

institutional capacity for maintaining natural resources set is 

- Animal Production, Waters ahd Forests (MPAEF) , the Department of 
'\ - - , .. . c8 A b  & e b p U l l b \ f l A b  

conservation and managing productive forests. Over 60 percent of 
- 

this department's budget is allocated for plantation management, 

leaving US $1,100 (1986 figures) for material support (everything -- -- -------.-----_l_- _- 
I 
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but salaries) for protected areas. Over two-=thirds of the 

protected areas employ a maximum of two guards, paid $600 

annually. In a recent survey of the protected areas in 

Madagascar, WWFfs technical advisors reported that all of the 

areas surveyed have insufficient personnel and financial support, 

- - and all of them suffer from habitat disturbance or clearance, 

illegal plant exploitation or poaching. Clearly, the need 

exists to bolster Madagascar's capacity to manage its protected 

areas, to expand the protected area system, and to conserve 

resources in forested areas outside the parks and reserves. 

WWFfs Proposed Debt-for-Nature Proaram 

For 10 years, WWF has invested in conservation of 

Madagascar's natural resources. Including the commitments of the 

WWF family of national organizations, support in excess of $2.6 

million has been provided for conservation Madagascar over 

this period. WWF seeks to develop and implement a debt-for- 

nature program in Madagascar in order to increase the amount of 
- -  -- - - -  - - -- - - -- - - - __  _ _  --- - - - - 

- financial support for conservation in the country a s  well as to 
- 

help reduce Madagascar's debt burden. 

WWF has secured an agreement in principle with the Central 
-- - ---- -- 

Bank of Madagascar to develop a debt-for-nature program(@&-- 

- Appendix A) and will finalizi a spending program with the 

the program and the conservation program that will be supported 

with the proceeds from the swap. 



Financial Terms 

WWF plans to establish with the Central Bank of Madagascar a 

3-year debt-for-nature program with a $3 million ceiling. This 

ceiling allows, but does n3t obligate, WWF to redeem up to $3 

million in face value promissory notes. Over the course of the 3 

years, we expect to execute three or more fundings under the 

program to lessen any inflationary impact of the conversion and 

to facilitate the absorption of funds by ongoing projects. Of 

the requested $1 million from USAID,  $750,000 would be used over 

the 3-year period to acquire debt, with the remainder dedicated 

to hard currency costs of technical assistance and 

administration and monitoring of the spending program. 

The Central Bank has agreed t o  redeem e l i g i b l e  debt a t  100 

percent of its f a c e  value f o r  exchange i n t o  Malagasy francs i n  

the  form of cash. The Malagasy Francs will subsequently be held 
- -- - --- - -  - -  - 

.-- - - - -in an - interestibearinCfacc6unt and-a1 1 i n t e r e s t  earned thereon 

shall be remitted t o  AID in accordance with the A I D  guidelines on 

debt conversions,  dated February 15 ,  1989. 

- --- - --...- 
_llllll~--_---ll 

_ ---- -- 

I 
E l i g i b l e  debt,  based upon a draf t  protrtcol f o r  t h i s  exchange 

m w m - m . . f i ~  s... LL- a--h--- - 
- - T t f  - c c ; r T b & a s  u a ~ m  lx A ) ,  19 e i t h e r  London 

1 
Club deb 

Central Bank of Madagascar a s  obligor. We w i l l  most l i k e l y  I 
source London Club debt for this conversion a s  there is only $40 

m i l l i o n  o f  private Malagasy debt outstanding (out of a t o t a l  of 
_lll_ -____--- _ ._ __-  _ I_ 

$3 billion i n  external debt), and it is thinly spread throughout 

--- the f inancial--marketplace .--. -- - -  



Over the past six months of posted pricing, 52 cents on the 

dollar is the median price for eligible Malagasy debt in the 

secondary market. WWF hopes to source debt below the 50 cents 

level, so that we will, at a minimum, leverage our investment by 

two times. Although there is no active market in Malagasy debt 

(no active buying and selling of the debt among institutional 

holders), we have discussed the prospective swap with two U.S. 

money center banks, preeminent in the arena of debt/equity swaps 

and secondary debt markets, and they have each expressed a strong 

interest in acquiring the promissory notes on our behalf. One of 

these institutions already holds eligible debt on their own 

balance sheet. It is important to note that we only work with 

institutions that offer pro bono services. In addition, any debt 

sourced in the market place will be purchased at cost to ensure 

the lowest possible price obtainable. 

Based on the same Central Bank protocol previously 

mentioned, the official foreign exchange rate will be used and it 
- ----- - - -  ---- -- - - -. 

will be set on the date the debt conversion takes place. 

Conservation Proqram 

Local currency proceeds from a debt-for-nature swap in 
- ------- - .--- -- -- 

Madagascar would be used by WWF for a conservation program 

comprised of the following types of activities: 

development activities in parks and reserves and their 

buffer zones; 

_ _  l.l-.II--II-_-_.----.-.---.-._-----~-l-l__-_- l----------_.--- -- __ --.l--_l-l-llll__ 

-___ - -  - - - ---- -- -- - 



o Research to identify key areas for biodiversity 

protection outside existing parks and reserves and support for 

proposal development for projects in these areas; 

o  raining of conservation professionals through the 

organization and implementation of in-country workshops 

and field courses; 

o Institutional support to government agencies responsible 

for managing Madagascar's parks, reserves, and forests. 

Specifically, WWF proposes that proceeds from a debt-for- 

nature swap in Madagascar be used for the following: 

1) Protected Area Establishment and Manaaement 

Activities would include boundary demarcation, development 

of management plans, physical infrastructure and buffer zone 

projects, nature interpretation, environmental education, 

training, and research. High priority areas to receive local 

currency proceeds will be the national parks, special reserves, 

--__-private -reserves ,_-- and - other__areas. important for- the preservation . ...- .. 

of biological diversity in Madagascar as identified in the Revue 

Generale des Aires Proteaaes et de la Conservation a Madaaascar 

produced by World Wildlife Fund (Nicoll and Langrand, 1989). 
"- -- - -. , -" 

Proposed projects for funding through the WWF debt-for-nature 

swap include the following: 

a) Southern Madaaascar Conservation Prouram (Andohahela 

Reserve and Beza-Mahafalv S~ecial Reserve) 

Southern Madagascar's spiny desert contains remnants of the 

once extensive forests of endemic Didieraceae and J3u~horbiaceaq 
- .- - -- - -- -- -- -. - -- . - - - - ---- -- 
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w:~ich harbor a variety of endemic animal and plant species. 

These formations and their indigenous wildlife face a wide 

variety of threats. Conservation activities in the region center 

around Beza-Mahafaly Special Reserve, which includes 600 

hectares of spiny and riverine forest, and Andohahela Reserve, a 

76,000-hectare reserve which spans three vegetation zones. Since 

1977, this project has been a model for conservation and an 

example of integrated conservation and development efforts in 

Madagascar. A collaborative effort of WWF, the Ilniversity of 

Madagascar, Yale University, and Washington University-St. Louis, 

the project has been responsible for establishing a field station 

for conservation research, training Malagasy and expatriate 

scientists and researchers, strengthening Malagasy conservation 

and education institutions, protecting species and habitats 

- inside and outside the protected areas, and involving local 

residents in the preservation of their environment. 

b) ~ndrinqitra Reserve 
- 

Established in 1927, the Andringitra Reserve covers an area 

of 31,160 hecta'res of southeastern Madagascar rain forest. It is 

of great economic importance to the region as a major watershed 

which feeds local. irrigation systems necessaky for the 

cultivation of rice. Andringitra Reserve is included among the 

- 
management plan for the area is currently being developed by WWF 

and MPAEF. This management plan includes recommendations for 

greater protection of the reserve to reduce the threat posed by 



fires and the possible development of the Reserve's northern 

section for tourism as a means to generate local employment and - 

income for management of the resente. 

- c) Maroieiv Reserve 

The eastern wet forest is the most diverse, yet least known 

ecosystem in Madagascar. Overall species endemism probably 

exceeds 95%. The Harojejy Reserve in northeastern Madagascar has 

been selected by WWF as one of the top 14 reserves for the 

protection of biological diversity in Madagascar and has been 

targeted for immediate survey and conservation action. A 

management plan has been prepared by WWF and MPAEF which 

recommends conservation measures such as demarcation of reserve 

borders and protision of equipment and training for reserve 

guards. 

d) Masoala Peninsula 

The Masoala Peninsula, located north of Tamatave on 

-- -- - - -- - .- -Madagascar's east coast, contains some of the country~~-largest- - -  - - -- 

tracts of undisturbed eastern rain forest, including perhaps the 

- 
only sizable stands extending down to sea level.. No part of the 

--...-------- peninsul-a--is-current-l-y-protected-under-Ma-l-agasy--law,-as-the-onl-y--- 

existing reserve (Reserve No. 2 comprising 27,500 hectares) was 

+-fi+kional slash and burn agriculture. WWF has recommended the 

establishment of a new protected area in this region which should 

contain the complete range of ecosystems present on the peninsula 
ll.--l---l-l-.--_ll-ll_ .l_.l_lll__l_lll_ll" 



and a major conservation and rural development project to be 

undertaken by MPAEF, the Ministry of Higher Education, and the 

Missouri Botanical Garden in the coming year. 

e) Montasne dfAmbre Northern Reserves Complex 

The Montagne dfAmbre Complex was recommended as the highest 

priority for long-term, large-scale conservation intervention in 

YWFfs Revue Generale des Aires Proteuees et de la Conservation a 

Madasascar. The area is the only source of fresh water for the - 

city of Antsiranana and the surrounding hinterland, and the 

vegetation of the massif is of importance in regulating local 

climate and rainfall. The reserves are also among the countryfs 

most important for nature tourism, which in coming years will 

likely account for a substantial portion of the 
- 

external income. WWF has spearheaded conservation at Montagne 

dfAmbre in collaboration with USAID, government ministeries, 

local development organizations, schools, and conservation 
I ,  

encourage sustainable use of natural resources wf.11 be greatly 

augmented in coming years. 

----- -- f) proposed - - Ranomafana National Park ----.."-"."-p ---- 

At Ranomafana, an unbroken stretch of forest extends from - 
the hiqh plateau down the eastern escarpment to the coastal I 

- 
lowlands: The floristic-composit.ion is poorly -understood)-bu 

probably contains many undescribed species. The area is a 
- I 

a critical watershed which feeds a hydroelectric plant that 



supplies power to Fiarantsoa, the country's second largest city, 

as well as a number of small towns. Initial biological 

inventories of the reserve, most of which is accessible only on 

foot,, resulted in the discovery of a new bamboo lemur (Hapalemur 

aureaus) and the rediscovery of another (Hapalemur simus) which 

was believed extinct. The project to create a 50,000-hectare 

park at Ranomafana is a collaborative effort of WWF, Duke 

University, the Smithsonian Institute, MPAEF, and the Ministry of 

Higher Education. Since the project's inception in 1986, major 

strides have been made not only in the establishment of 

Ranomafana National Park (Madagascar's third national park), but 

in the formulation of a comprehensive conservation and economic 

development plan for the Ranomafana region. 

2 )  Identification of Kev Areas for Biodiversity Protection 

Outside Parks and Reserves 

. ---.-- - - - - - -- While much -of- Madagascar's biodiversity is -protected -in -a. - - 

series of parks and reserves, there remains a substantial portion 

of the country's high diversity forests and other habitats 

---111111111 ~~t~ide~these~areas.,~either~c~omp_l_e~t~ely~unp~r~otected or in areas -- 

termed zorets classeg and presented for their future commercial - 

,nnrly known and -further analysis of-recent maps and remot 
- 

sensing data is required to establish their current status and 

that of other unprotected habitat throughout Madagascar. 



WWF has supported a team of protected area specialists in 

Madagascar for several years, and a complete review of the 

country's parks and resewes has been prepared, including some 

recommendations for protection of currently 

Part of requested U S A I D  funds would be used 

this team of specialists with an individual 

forest management who could work with MPAEF 

unprotected lands. 

by WWF to augment 

with expertise in 

to identify natural 

habitat conservation and management priorities outside parks and 

reserves. This technical advisor would also administer the 

disbursement of local currency funds generated by the debt swap, 
L 

monitor the activities supported by the swap, and develop 

proposals for new conservation projects in currently unprotected L 

areas. Some local currency proceeds from the debt swap would be 

allxated to these activities, primarily for hiring local support 

C 
staff, office rental, equipment, expendable supplies, 

communications, and other administrative costs. 

3 )  Institutional Strenstheninu of the De~nrtment of Waters - 

and Forests of MPAEF 

The-Dep-a-rtment of Waters and Forests is responsible for -------- -. --- 

protected areas, species protection, and forest management in I 

- 

u s a s c a r ,  and the future of bioloqical diversity is, in many 

ays, linked to the capacity of this branch of the Malagasy 

government to effectively protect and manage the resources for 

which it is responsible. The importance of this department has = 



already been recognized by USAID, the World Bank, and other 

international organizations active in Madagascar. A portion of 

the proceeds from the proposed debt-for-nature swap would be 

allocated to enhancing the department's technical capacity. 

Support would be used for salaries, training, materials, and 

equipment to strengthen the management both of protected areas 

and forests. 

Tarqet Groups of Beneficiaries 

The primary beneficiaries of the proposed program are the 

people of Madaqascar, in particular future generations for whom 

environmental resources must be conserved to provide the base on 

which future economic activity depends. More immediately, the 

aovernment of Madaaascar will benefit through the institutional 

strengthening component of the conservation program, by the 

augmentation of financial resources provided by the debt swap, 
- - -- 

and by the reduction in tKeW am-ount of -Madagascarr s -debt-burden. -- - -  

A - 
International donors with a stake in protecting Madagascar's 

- - 
natural resource patrimony will benefit from the debt-swap as it 

and increases field resources for analyzing environmental 



Host Countrv and U S A I D  Involvement 

WWF began pursuing a debt-for-nature agreement in Madagascar 

in May 1988 by meeting with a delegation of Malagasy officials in 

Washington to discuss debt-swap opportunities. With 10 years of 

experience in conservation in Madagascar, WWF was well known to 

the government, and the debt-swap proposal was well received. 

Madagascar's M a s s a d o r  to the United States M. Leon Rajaobelina 

strongly endorsed the initial proposal (see Appendix A). In May 

1989, WWF and the Central Bank of Madagascar agreed formally to 

develop a debt-for-nature program (Appendix A). In June 1989, 

WWF representatives will meet in Madagascar with officials from 

MPAEF to secure formal agreement on the conservation program 

(preliminary agreensnt has already been reached) and with the 

Governor of the Central Bank to finalize the protocol for the 
I 

debt conversion. In June, WWF will also meet with I 

I 
USAID/Madagascar to review and obtain approval for the debt-for- 

- . - ..- - -  - -* - - - .  - - - -  . ,- - - - - - - - - . - - - - 
nature program. The debt-swap program has been reviewed and 

- 
approved by USAID/AFR/TR/ANR. The debt-swap arrangement has been 

structured to meet requirements in USAID guidelines issued 

natural resources of the i~ation of Madagascar. 



Its purpose is to increase the financial and technical 

resources available in Madagascar for the protection of natural 

resources. 

Outmts include: 

o A debt-for-nature arrangement through which 

donors can leverage resources for natural resource 

Madagascar; 

o Greater protection and better management of 

protected areas; 

international 

protection in 

high priority 

o Analysis of the status of unprotected forested lands and a 

set of recommedations for protection of biologically important 

species and habitats found on these lands; 

o Development of proposals for new projects to conserve 

biological diversity in and around parks, reserves, and forests. 

o Strengthened institutional capacity of government agencies - 
I 

- to protect and manage parks, reserves, and forests. 
- 

o Funds to acquire up to $3 million face amount of debt for 

conversion to local currency under the debt-for-nature agreement 

administration, and monitoring of the debt swap; - 



protection and management and specific proposals for new 

conservation projects; 

o Administrative and technical services to manage the 

overall debt-for-nature program, disburse debt-swap proceeds, and 

monitor the use of funds. 

IV. Manaaement and Im~lementation 

Prosram Manaqement 

WWF, the implementating organizaation, will provide program 

management at two levels. 

In Washinaton, D.C. - The program will be under the overall 
direction of WWF President Kathryn S .  Fuller. Vice President R. 

Michael Wright and debt-for-nature specialist Barbara Haskinson 

will develop the Madagascar debt-for-nature program, and the WWF 

program officer for Madagascar will be responsible for program 

implementation. (Resumes are included in ann~ndix C . )  Specific 

management responsibilities include the following: 
_.._ - - - - -- _ _- -- - - -_- - I---- - - -- -. -. - 

o Ensure that the overall program purpose is maintained and 

----genera-1-obj ect ives-met. --l_ll-.lll_-~ --..- 

o Arrange for individual fundings of the debt swap over the 

- 
o Hire a WWF technical advisor in Madagascar to provid 

field management of the program. 

o Coordinate with USAID/AFR and other international agencies 

with a stake in the Madagascar debt-for-nature program. 
- --- - - -- - - ---- --- ----l-l______lll. 

o Ensure that field staff prepare quality financial and 



Madaaascar - The program will be developed by WWF 

representatives 0livier Langrand and Martin ~icoll. Day-to-day 
\ 

operations of  the program w i l l  be managed by f i e l d  s taff  t o  be 

hired, including an expatriate technical advisor and two Malagasy 

support staff. WWF w i l l  also ask MPAEF to assign a counterpart 

from the Department of Waters and Forests to work with the 

technical advisor on all aspects of the program. s p e c i f i c  

responsibilities of the field staf f  w i l l  be to: 

o Manage the disbursement of debt-swap proceeds and monitor 

the use of the proceeds. 

o Conduct an assessment of the status of unprotected 

forested lands and develop a set of recommedations for protection 

of biologically important species and habitats found on these 

lands; 

o Develop proposals for conservation projects in areas that 

are currently unprotected or underprotected. 

--. - - - - -- -- - -oCoordinate the_,debtrf or~nat-ure- program__-with MPAEF, - .  - - -  - _ _ 
USAID/Madagascar, and other Malagasy or international agencies 

- interested in or affected by the program. 
- 
--- --- - o Provide.--quality - -  -__ financial and narrative reports on time to 

---. 

As indicated above, debt-swap negotiations with the host 

country government will'take place insJune 1989 and are expected 

to result in a formal debt-swap agreement between MPAEF and WWF, 



acknowledged by t h e  Cen t ra l  Bank of Madagascar. T h i s  agreement 

w i l l  permi t  WWF t o  a c q u i r e  up t o  $3 m i l l i o n  f a c e  amount of 

e l i g i b l e  Malagasy debt  and conver t  it t o  l o c a l  cur rency f o r  

spending on t h e  proposed conservat ion  program i n  Madagascar. 

The program w i l l  be implemented over  a 3-year pe r iod  and 

w i l l  involve  a minimum of  t h r e e  fundings under t h e  proposed debt -  

fo r -na tu re  agreement. The first funding w i l l  be t imed t o  occur  

subsequent t o  h i r i n g  of  f i e l d  s t a f f  i n  Madagascar s o  t h a t  in-  

count ry  c a p a c i t y  e x i s t s  t o  admin i s t e r  l o c a l  cur rency proceeds of 

t h e  swap. WWF w i l l  a c t i v e l y  r e c r u i t  f i e l d  s t a f f  f o r  t h e  program 

a s  soon as USAID suppor t  f o r  t h e  debt-for-nature program is 

assured .  Assuming t h i s  occurs  by J u l y  1989, f i e l d  s t a f f  can be 

i n  p l a c e  i n  Madagascar w i t h i n  4 t~ 6 months, t h u s  m i t i g a t i n g  f o r  

a first funding of t h e  debt-swap i n  l a t e  1989 or e a r l y  1990. I f  

USAID provides  suppor t  i n  t h e  amount reques ted ,  $250,000 of t h e s e  
- 

funds would be used f o r  t h e  first funding t o  a.cquire Malagasy 
-- -- ---- - _ _ _. _-- _ _ - _ _ -  ___ __ _ _ _  " - -  L - -. " -- - - - - -- - . .  

d e b t  on t h e  secondary market. Subsequent fundings are expected 

t o  occur  on a y e a r l y  b a s i s ,  b u t  may occur  more f r e q u e n t l y  i f  w e  

f i n d  t h a t  l a r g e  annual fundings cannot  be absorbed qu ick ly  enough 
-- ----ll_lll___ll_l__~-l_I -- - -- -- 

i n  t h e  f i e ld .  Our o b j e c t i v e  w i l l  be t o  p rov ide  over  t h e  3 y e a r s  
- 

a s t e a d y  stream of reliable l o c a l  cu i rency suppor t  f o r  p r o t e c t i o n  
- - 

and management of  h i  

i n s t i t u t i o n a l  s t r eng then ing  of  MPAEFo 

---- l-__-___I__-_ll__-l_l__._l__ - " 



Sustainabilitv 

Support is requested from USAID for 3 years, but WWF's 

commitment to conservation in Madagascar is long-term. The 

projects proposed for funding under the debt-for-nature program 

form the heart of the WWF program in Madagascar and will continue 

to receive our support. In addition to WWF and USAID, other 

international conservation organizations and donor agencies also 
- 

have a strong interest in natural resource conservation in 

Madagascar, among them the participants in the current project to 

develop and implement an Environmental Action Plan for Madagscar 

(the World Bank, the Swiss Corporation, UNDP, and USESCO). With 

implementation over the next several years of the first phase of 

the EAP, major new resources should brought bear the 
- 

problem of environmental degradation in Madagascar. Undoubtedly 

some of these resources will be applied to the high priority 

-- - - . - - - - - - proj ect-s- identi-fied-f o r  f u-nding-under --WWFr s debt-f or-nature -. - - - - - - - - . .-- 

program. 
-- 
- 

- 
VI. pudaet - -.- - 

The budget provided on the following pages shows the 

projected use of USAID funds over 3 years for the debt-for- 

ature program. WWF is requesting $1,000,000 from USAID and wil 

contribute a minimum of $250,000 toward the program. 

- Uncalculated WWF contributions to the program include the initial 

investment in developing a Madagascar conservation program, 





BUDGET 
(In Thousands) 

Deb t Acquisition* 

In-country Technical Advisor 
(salary, benefits, housing) 

Vehicle purchase and upkeep 

WWF Management 

TOTAL $ 

Year 1 Year 2 Year 3 

* Proposed allocation of debt-swap proceeds 

Total 

by year shown below. 

Act ivitv Percentaae of Debt-Swap Proceeds 

1) High priority Protected Areas 90% 80% 80% 

2) Technical Advisor Support Staff, 
-- - - - - Off ice ----- - -- - - - - - 5%- - 10%- -10% - - - - --- - - 

3) Support to MPAEF 5% 10% 10% 





June 30, 1988 

Mr. William K. Reilly 
President 
World Wildlife Fund 
1250 24th St., NW 
Washington, DC 20037 

Dear Mr. Reilly: 

I understand that World Wildlife Fund, with support from 
the U.S. Agency for International Developh~ent, issinitiating a 
broad new program'for conservation and development in Madagascax 
in cooperation with U.W. universities, Malagasy institutions and 
development and conservation organizations. I wish to offer my 
support for the prcgram, in particular your efforts to execute 
an innovative debt for conservation and development transaction 
under its proposed terms. 

As you know, two problems shared by developing nations are 
heavy international debt burdens and declining natural resource 
bases. These two problems are nct unrelated. Funds which are 
desperately needed for conservation and sustainable development 

_. _ _. _ __.. -- in many nations -must -be ehanne-led -into--debt- -payments--to--meet-- - 

international obligations. In this regard, and as you and Mr. 
Randriamaholy, Governor of the Central Bank of Madagascar, dis- 
cussed during your meeting last month at World Wildlife Fund, 
debt for nature swapping is a very appealing concept. This is 
particularly so since Madagascar has a sizeable debt problem, and 
at the same- time, h a ~ s ~ e ~ s ~ t ~ a h l i s h e d . ~ c o n s e ~ ~ a . t i o n - a s - a - n a t i o n a 1 ~ - - -  ----- 
priority. 

If there is anything I can do to further support your 



CASQUE CENTRALE DE L A  REPU8LIQUE M A L G A L ~ G  
boll t  poatale n. 560 - rdroase r b l l ~ r r p l ~ l q u o  (BA CE RE MA) - tdllphono 217-61 - 1\7-62 at 247-03 

Madame la Prbsidente, 

Suite 5 nos differentes rhnions ayant trait au 
projet de conversion de dette pour la protection et la 
conservation de la nature et plus particuliGrement suite 
A celle tenue ce jour 3 Washington, jlai l'honneur de 
vous confirmer llintkr& que nous portons a la r6alisation 
d'une telle opkration. 

Les termes et conditions de cette conversion 
seront 6tablis dans un protocole d'accord er-tre la WWF 
et la Banque Centrale, 

1) apr&s que les programmes A financer aient 6t6 d6finis 
de facon pxkcise avec le ou les d&p&rternent(s) minis- 
tbriel (s) malgache (s) concern6 (s) , 

2) conformkment aux dispositions 16gislatives et r&glemen- 
taires en vigueur 21 Madagascar. 

Les dettes 6ligibles seront identifibes et spbci- 
fi6es dans le protocole dlaccord. 

- Sur ces bases, il nous apparast donc souhaitable 
que vous entrepreniez les dbmarches et dvaluation nkessaires 
tznt aupr8s des dbpartements malgaches int6ressbs qu'aupres 

- ---- - - - -  - - 'des bailleurs- de-fan-ds _&v-entue1s.- 
- - - -  - I_ - ---_. "___" _ __.-_ 

Je vous prie, Madame la Prbsidente, de bien vouloir 
agreer l'expression de toute ma considbration. 



WWF 

World Wildlde Fund 

19 mai 1989 

M. Blandin Razaf imanjato 
Gouverneur 
Banque Centrale de Madagascar 
c/o Embassy of Madagascar 
2374 Massachusetts Avenue, N.W. 
Washington, D.C. 20008 

Monsieur le Gouverneur, 

Nous accusons reception de votre lettre en date du 19 mai 
1989 dans laquelle il est dit: 

"Suite a nos differentes reunions ayant trait au projet de 
conversion de dette pour la protection.& la conservation de la 
nature et plus particulierement suite h celle tenue ce jour a 
Washington, jtai lthonneur de vous confirmer ltinterGt que nous 
portons a la realisation dtune telle op4ration. 

Les tennes et conditions de cette conversion seront Btablis 
dans un protocole d'accord entre le WWF et la Banque Centrale, 

- 
1) apres que les programmes a financer aient d t e  definis de fa~on 
precise avec le ou les departement(s) minist&riel(s) malgache(s) 
concerne (s) , L 

. - - -- - - -- -- - .  - . - .- - - - - - - -  -- - ---- -- - - - - - - -  - - -- --- 

A- 2) conformement aux dispositions legislative~ et rhglementaires. 
en vigueur au Madagascar. 

Les dettes &ligibles seront identifiies et spdcifiees dans - 
-- le protocole d'accord. ---- --------- I - 

Sur ces bases, il nous apparaSt donc souhaitcble que vous 
entrepreniez les dimarches et dvaluation n6cessaires tant aupres 

- des dPlpartements malgaches int&ress&s qutaupr&s des bailleurs de 
ronus eveneuels. ll - 

- l-.--.l-I--___-i-l--_lll__illl -- ----- 

12% ~ - ~ h n h '  Smct, NW l&hgmn, DC 20037 USA ZOy2933800 T h :  &I505 PANDA 
--...- Afil~atrd uith Tk.Corumrrt~a Foundation -__ 



M. Blandin Razafimanlato 
19 mai 1989 
Fage 2 

conservation au Madagascar comprenant lt6tablissement et 
lfadministration dtaires protegees, la recherche dtespeces 
sauvages, Itassistance technique, les Pnventaires biologiques, et 
la formation d'gardes malgaches pour la protection de la nature. 
World Wildlife Fund aimerait poursuivre la conversion de dette 
pour la protection et la conservation de la nature dans le cadre 
des lois et reglements en vigueur au Madagascar, avec les 
departements respectifs. 

Je vous prie dtagreer, Monsieur le Gouverneur, ltassurance 
de ma consid6ration distinguee. 

Kathryn S. Fuller 
President 
World Wildlife Fund, Inc, 



D'UNE PART, 

ET : 

- WORLD WILDLIFE FUND reprbsente par Madame Kathryn S.  

FULLER, Prt5sidecte,ci-agrPs d4nomk 1s R<F,  

D ' AUTRE PART, 



k present Prvtocole s pour objer dc d 6 f h i r  Ic propame dtinveszisse- 

WlJF se propose de racneter a u p d s  de(BANQUE1 
une part i c  dc. s3 cr6urcc. d'un mon- 

Budgcr prtscnt6 du . . . . .89 au .. . e x  .90 : Millions de FMG ; 

. Projcr mis en ocwrc b 





-WWF s'engage, 2 ne pas procedcr 1 des rransferts B 11ext6rieur des 
somcs pro:want de l a  conversion de Is c r h c e  ni 9 dehnder 2 trm- 
fitrer 5 I1cxtErietia sous q~ltlqtte i o m  que ce scit, route some qui 

y w i e n d r z i t  des a:t jv i tE~ bGnc5i:icjalt de la conversim ot crkincc. 







Debt for Nature: An Overview :?rA- 

I n a 1984 o p e d  piece pL,..shed by the New Ywb 
Tlmcs, Thomas Lovcjoy, then vicc-president of World 
b'ildlifc Fund-US, suggested a program to u x  debt 

of Icss&vclopcd countrics (LDCs) for conservation 
- purposes. The proposal was met with some incredulity 

The obstacles appcarcd insuperable at the time: 

Dcbtor countrics nccdcd to be convinccd that 
such a pragram was not a way for creditor countrics 
to obtain control over Third World resources - the 
"imperialism" issue; 

Banks needed to be convinccd that such a program 
was in thcir interests; 

Governments of cxditor countrics nccdcd to bc 
convinccd that dcbt/naturc swaps wcrc compatible 
with regulations governing the activitics of nonprofit 
organizations; 

Conscrvation organizations needed to be convinccd 
that dcbt/nacurc swaps wcrc a better usc of  thcir staff 
and iinancial rcsources than alternate programs and 
that thcy could deal success~iully with all the parties 
involved; 

Becaux conscrvation and banking haw not tradi- 
tionally been seen as interrelated, the links bctwccn 
the conservation community and the banks wcrc tcn- 
uous at bcst. What links there were had grown out of 
the individual philanthropic commitrncnt of certain 

- - - - - - - ----people in the banking community; - -- - -- --- - - -- - 

- Conservation organizations' contacts in Third 
World countrics did not generally include the kinds of 
pcople who would need to  approvc debt-rcltcd opera- 

- tions; and, 

rate and use the proceeds for conservation in the country 
conccmed. Depending on ?he costs of  such transactions, 
conscrvation organizations may bc able to realize a sig- 
nificant increase in the resources ultimately available for 
conscrvation in the debtor countrics. Howcvcr, this 
simple idca hides rrany pitfalls. 

THE FIVE STEPS OF A DEBTINATURE 
SWAP 

In every phase of debtlnaturc programs, several issues 
exist that can be viewed as impediments to success or as 
factors that can bc varied creatively to cnhancc conserva- 
tion. One of  the particularly interesting aspem of dcbt- 
for-nature transactions is that thcy establish an operative 
link between conxrvation and the financial markets, 
something that has long bccn suspected to be possible 
but that has not yet bccn madc tangible. 

The first step in any dcbtlnature swap is to obtain 
approval in principle from the dcbtor country. This can 
involve negotiations with three key parties: the govern- 
ment, the central bank, and an appropriate private 
conservation organization that will receive thc hnds  and 
manqe  the aped program. The privatc conscrvation 
organnation In the debtor country is arguably the most 
important of  these thrcc partics. Conservation organiza- 
tions in dcvelopcd countrics arc caught in a double bind 
bccaux thcy must relinquish cffccrivc control ovcr the 
funds to avoid the "imperialism" issue but must a h  bc 
ablc to vouchdc  to domestic donors and nx authorities 
the continuing-rcspon<bIc-use of-these-funds;-Only-stmng--- ------ 
private conservation organizations in thc dcbtor country. 
can meet this double criterion. Thus, organizations that 
havc spent many years building rclations of cooperation 
and crust bctwccn conservation organiutions in devel- 
oped and LDC countrics arc finding just how important 
these relations can bc. --- 

~-T~~GmcctcditOr~uX~Tcs;-thIcIc~~x~it~ationnwithhNegotiations-with-thc-dcbtor-countryf - g o ~ ~ r n r n e n -  
- regard to donations of LDC debt to conservation can c:ovcr a wide range of issucs, such as the exchange rate - organizations was murky at best. to be applied in converting dcbt into local currency, the 

conditions of  payment (or the conditions of  a local cur- 
A - - -  --- r-h-ar mgv hr iccntrr l  in rvrhgnor\ Inti aqwrfi 

A A 

the past months, a numbcr of  breakthroughs have made the program for utilization of the pro&cds. 
- 

debtlnaturc swaps a realistic proposition; Thc basic idca i he second step involves obtaining thc debt instru- 
deceptively simple. Most major banks in the dcvclopcd The secondary markct for Third World debt will 
world currently hold large amounts of hard currcncy dcbt establish a base price for the debt of thc country con- :. ,... ,,,.. X T;rild World countrics, and it a p a r s  in- 'f ccrncd. Markct riccs for Third World dcbt vary consid- R crcasingly unlikely that this dcbt will bc rep$ In full. If crably, ranging om a few cents on  the dollar d l  the way 
conxrvation organizations acquire titlc to this debt, thcy to parity. Clearly, thc lower thc pricc, the greater thc Ic- 
may bc ablc to ncgotiatc with thc dcbtor countries t o  ob- vcraging potential. Howcvcr, markct pricc is also a clcar 
tain reoavmcnt in local currcncy at a favorable convcrsion indication o f  the risks involved. 
- ----- 

Konrad Von Moltkc is a Senior Fellow at the World Wildlife ----Thc-scconduy-mukct-forLDC-dcbt-k-highly-impcr- 
Fund. fcct. LDC debt cannot bc fiecly sold by banks bccausc of 



covenants that have been entered into in the course of rc- 
scheduling negotiations and that csscntiall!. ensure that 
none of the major creditors dispose of the dcht without 
appro\d tiom thc othcrs. Transactions can occur only if 
t h m  is rcasonahle prospect of obtaining approval tiom 
the dch;or L ! I L ~ O , I I !  (otheruisc the debt  ann not he con- 
verted) so that the dchtor country also exerts cffcctivc 
control over the transactions which takc place. Finall!: 
nnnv more potential sellers than buyers cxist, limiting 
sellers' ability to dispose of these assets. Thc prices quoted 
on the secondary market are not openly established: rath- 
er. thcy represent a hcst currcnt estimate. As a result, 
prices are subject to fluctuation and can provc to bc nego- 
tiahlc, providing significant opportunities tbr conservation 
hcncfits. 

The money needed for dcbt acquisition can be raised 
in many ways. For organizations this is a classic fund-rais- 
ing issue so that the kcy considcrations are whether such a 
program taps new.sourccs of funds o r  is potentially con- 
flicting with othcr hnd-raising strategies. In the latter 
case. the opportunity cost of opting for dchtlnature swaps 
must be taken into consideration. Ideally dcbt is donatcd 
outright by the creditor banks sincc this clearly rc rcscnts 
a nctv and othcruiw inaccessible source of hnds .  enfor-  
tunatel!; numerous considerations-outlincd bclow-make 
hanks hesitant about outright donations. Thcrc arc, how- 
ever. a \vide range of options short of  donation, including 
sale at a preferential price or donation of  cash for the pur- 
pose of purchase on the market. Of course, any transac- 
tions undcrtakcn must bc consonant with the tax status of 

_. .--all parties involved._ -- ._ _ - - _- _ _ - -- - .-.- 

The third step is the transfer of  title to the debt. This 
is a technically quite complex transaction. I t  is gcncrally 
possible to obtain debt for many countries when ncccs- 
sary Even so, each transaction rcquircs carchl individual 
attcntion. Of coursc, onc important dccision is who the 
actual purchaser shall bc. In somc instances, it may be ap- 

--propriate-for-thc-conxrvation-organization-in-thc-crcditor- 
country to acquire thc dcbt and then donate it to  its part- 
ner in the dcbtor country; in othcrs, it may bc possiblc to 
donate the ncccssary resources to permit direct acquisition 
of the debt bv the dcbtor countrv orpanization. In a third 
vcnion, dcbt may be donatcd directly t o  thc LDC conser- 
vation organization, acting as an agent for thc developed 
country organization. Thc factors governing the choice of 
actors in this situation arc mainly financial and tax-related, 
althoueh undcr certain circumstances accounting consid- 
cratlons may enter for the dcvclopcd-country conservation 
organization. . -. 

I nc fourth step is conversion of  the dcbt in accor- 
dance with thc agreement reached with the dcbtor coun- - ...q - - . , ,  .~cnr..-This-can -involvctheissuancc-of-local----- 
t -~~rrrncv bonds, measures t o  protect certain sensitiv,: , 
areas-purchase, legislation or  somc other means-tne cash 

paymcnt of local currcncy in rcdcmption of the dcht, or 
any combination of thcsc. 

The final stcp is thc execution of the agrecd on conscr- 
vation program. Thc importance of this stcp should not 
hc. underestimated. It is thc ultimatc goal of thc cntirc 
program. At thc unlc time, tlic reputation of the creditor - 
country conscrvnion organization can bc at stakc because . 
it must bc in a position to assure donors and tax authori- 
ties as to the appropriate usc of funds it has rcccived. 

INTERESTS AT STAKE 
A dchtJnature swap involves numcous actors. To he 

successful. it rcquircs that cdch of thcsc actors have a suh- 
stantive stakc in its autcomc. As with most othcr cco- 
nomic transactions-and, at heart, debtlnaturc swaps are 
economic transactions for conwrvation purposes-the best 
deal is one in which every actor receives somc significant 
kncfit  and the balance of  advantags is prccivcd as cqui- 
tahle by 311. Hcncc, an asscssmcnt of each group's pcculiar 
interests-and of  potential problems that may jeopardize 
thesc-is essential. 

One of the major advantages in debtlnaturc swaps is 
thc difference in the interests of various actors that allow a 
range of solutions to prohlems which may arise. Indccd, 
there arc relatively fcw issues on which significant conflicts 
betwccn actors arc to be anticipated. 

CREDITOR COUNTRY COXSERVATION GROUPS. 
Thc aim ofcrcditor country conscrvation organizations 
is to achieve-maximum conscrvation benefit with limited - - 
funds. Dcbtlnaturc swaps make sensc only if thcy generate 
new funds that would be otherwise unavailahlc or if thcy 
increase the effcctivrncss of existing funds. 

When debthacure swaps attract ncw funds, thcrc can 
bc no doubt that thcy arc in the creditor conscrvation or- 
ganization's best intcrcsts, provided thcy can bc cffcctivc- 

-Iy-utilizcd;-Howcvcr;.dcbt-donations-for-LX-countrics-- 
whcrc no  cfFectivc conscrvation organizations cxist need ". 
to  bc viewed with cxtremc caution. Ncw funds arc clearly 
involved when dcbt is donatcd or  when donarions are rc- 
ccivcd from new sources-or in sienificantlv incrcaxd 
amounts from cxi 
dcbtlnnurc m a  

program as compared to othcr uses of funds. Such an 
asxssmcnr 'must take into account factors such-as the 
opportunity cost of  alternate invcstmcnts, exchange rate 

-fluctuations-and-thc-impact-of-inflation-in-thc-dcbtor-and---- 
thc creditor country. In cconomic terms, thcsc issues de- 
fine "additionalitp" for thc conscrvation orpnizacions- 



r l i a  I.,. the C \ ~ C I I ~  t o  which dcbt/naturc programs gncratc  
no\ bclirtits ~n the attainmcnr of thcsc organizations' - 
pa l s .  

I t  is i r n p r t m r  to convey to banks and dchtor coun- 
- tries' cpovcrntllcnts the basic fact that conservation groups 

&, not scck t o  conserve capital as a goal pcr sc, hut seek 
t o  g\.c away money for conscrvation. Capital rnanagmcnt 
must occur In the contcst of making full usc ot'availahle 
risourics. Llmy countries d o  not allow significant levels 
of capital formation in conservation and other nonprotit 

a i;rganlz.!rlons, placing thcm in an advantageous position 
In rclxirm to debtlnaturc swaps, sincc the thrcat of losing 
capitil I \  not an insupcrahlc Jctcrrcnt. Conscqucntly, con- 
version into local currcncy bonds can hc acceptahlc c w n  
\\.hen h~gh  inflation rates may threaten the ability of the 
rcc~picnt organizations to conscrvc available capital. Of  
Locrsc. such a convcrsion is attractive only if the intcrcst 
pzymcnts alonc providc benefits cscceding the oppor- 
tunity cost ot alternate uses of funds. - The othcr major advantage cnioycd by conservation 
organizations is that thcy havc a wide rangc of  activities in 
dcbtor c~unt r ies  that require nothing but local currcncy. 
Contrary to many debtfcquity swaps that may need hard 

- currency inputs to thc investment, debtlnaturc programs 
can he designed to consume virtually no  hard currcncy 
rcsourccs at any timc. 

BANKS. The intercst of crcditor banks in dcbtJnature 
swaps is difficult to  define. Most major banks are activcly 
ciispos~ng ofT11ird World dcht in thc secondary markct. 

- Insofar-as debt /nature swaps involve the regular p u t c h a ~  - 
- of  debt in the scrondary market, banks wclcomc conscrva- 

tion organizations to that markct as they would any othcr 
~otcn t ia l  ourchaser. This intercst does not, however, suf- 
kcc to jushfy giving conscrvation organizations special 
consideration, unless it bccomcs clcar that thcy cannot 
purchase debt without somc additional induccmcnt. This 

Some hanks, generally those holding only limited amounts 
of LDC dcht arc sccking to disposc of thcsc asscts bccausc 
they find that the unccrtaintics of valuation and rhc com- 
plcsitics of Future participation in rcncgotiation and 
rcschcduling outwigh  the residual economic bcncfits of 
holding thc dchts. Sincc I.1X debts rcprcscnt a small por- 
tion of rhcir dcht porttidio, thcsc hanks can disposc of 
thcm without risk to thcir overall tinancial strength. In 
thcsc cascs, a donation may prove the most dircct and cffi- 
cicnt method of  disposal. avoiding thc unccrtaintics of the 
secondary markct and generating somc publicity and 
goodwill. 

Thc most intriguing niotivcs ma!; ho\vcver. rclatc to 
the long-term dcvclopmcnt of financial relations hct\vccn 
hanks and the dchtor countrics. Many hanks are currently 
primarily intcrcstcd in divesting their Third World cspo- 
sure. For cvcry ten hanks xcking t o  divest, howcvcr, therc 
may he one which anticipates further husincss from a giv- 
cn country and is conscqucntly intcrcstcd in keeping that 
country's dcht tiom kcoming  \vorrhlcss and in devclop- 
ing goodwill in the country 

The dctcrioration of Third World debt represents a 
real threat to long term commercial relations with debtor 
countrics. This is thc "czarist bond" issuc. Whcn a coun- 
try's debts havc hccn writtcn down hy the crcditor hanks, 
they arc still not rctircd. Their h k  value to the banks 
has hccn reduced o r  eliminated, but they rcprescnt a Full 
liability of the dcbtor country Unlcss this liability is liqui- 
dated, it can cast blight o n  financial relations hctwcen the 
hanks and rhc country conccrncd. Expcricncc with thc 
czarist bonds sugpcsts that this blight can last tbr a long - -  - --"-- - -  -- -------.--- - -  - - " " "  - - 
timc inhcd-particularly whcn csaccrbatcd by detcriorat- 
ing political conditions in thc country concerned. 

Quite apart from thc czarist bond issue, banks intcnd- 
inp: to contmuc to d o  business with a countrv havc an 
inkrcst in generating good\vill in the countri  in question. 
For cvcrv countrv there arc bound to hc some banks in . . 

~--~s-thccarewhcn-thcbcncfit~~0f~adebt/na:urswa~acenotthissituation~~1lI~1s-an~intangi.h_1.c.,~an_d as such may - 
sufficiently supcrior to othcr u x s  of avaihblc funds to jus- not havc a definable price in terms of a given bank's will- 
ti+ the risks involved. As a rulc of  thumb, this situation ingncss to s cnd resoutccs for such a purpose. Ncvcrthc- 
ariscs when thc total benefit gcncratcd by a dcbtlnature Icss, two o f thc attractions of  dchtlnaturc programs arc 

. .. program is lcss than doublc the bcncfit that a n  be dc- thcir long-tcrm nature-successful conservation aims . .  at . 
rived from more traditional tinanc~al stratcgcs. In t h ~ s  pcrpctulty-ana tne tact tnat tncy aaarcss c o r ~ ~ m r t ~ s  in 
case, it may be in thc commcrcial intercst of banks t o  im- t h c x  countrics that haw growing influcncc but arc not - 

prow the conditions of purchase so as to kccp a potcn- normally sympathcric to a banking perspective. At thc 
tially significant customcr in the market. same timc, a arcfully designed conservation program can 

Beyond this csxntially commcrcial rclationship, thcrc frcqucntly improvc broad mcasurcs of cconomic perfor- 
,,td), ,,,,.,. , -., ". .,,i~cr reasons that could inducc banks to  mancc by promoting a morc sustainahlc cconomy 
participate more acrivcly in dcbtlnaturc transactions. O f  More complex still is thc question whether debtlna- 

- .. .; ?- .  -7':; m y  bc willing to donate h n d s  for classic tcre swaps contribute measurably to the stabilization of 
philanthropic reasons, but in that case thcy would prc- LDC dcbt. In most countries, thc total volumc of dcbtl 
~ m l h 1 ~  11cn he wiljinpfo_donateefunds-t-o-other kinds of  nature swap transactions is smdl rclativc to thc - principal - 

. t r 6 ,  or I -. ,.. , , ~g rams  s o  that thc  rcci icnts would nccd P amount of dcbt. Relativc to annual interest payments, 
to ~MX, .IIE conlparativc advantages o such a donation. howcvcr, thcy appcar more important. Many countrics arc 

- - - - - - -. -- - -- -- --- - - .- - - - 
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- 
~n fait nlak~np partial interest payments while thc halance 

-. 
15 ~n yractlcc addcd to principal. Virtually no new rcal 
l o ~ n 4  Jrc trcmp n~adc.  Dcht/naturc swaps need to he mea- 
surcd not against the outstanding principal, nor against 
annual mtcrcst payments. hut against the effective annual 
r ~ s c  in pr~nc~pal  attrihutahlc to a country's inability to ser- 
\.lie ~ t s  debt, A country's dcbt situation can be considered 

- st~hilizcd when interest paymcnts arc not causing an in- 
crease In indcbtcdncss, hlcasured against this standard, 
Jeht  naturc slvaps can indeed make a noticcahlc contribu- 
r ~ o n  to\\.arils a more viahlc LDC dcbt situation. 

.-\lthou_eh conscrvation organizations have somc differ- 
cncer tiom country to  country, their intercst in conscr- 
\.ation 1s quite general. For hanks. howcvcr, interests may 
d ~ f c r  quite s~gniticantly From onc country to  another so 
that it is necessary to determine each bank's specific inter- - cst in rclation to each country. 

CREDITOR COUNTRIES' GOVERNMENTS. Of  all thc 
actors In debtinature swaps. the intcrcst of crcditor coun- 
trlcs In such programs is least well defined. It is broadly 
philanthropic. Insofar as dchtlnarurc programs arc con- 
ducted within established guidelines for philanthropic 
contributions. thcy d o  not require the active approval of 
creditor countrics' governmcnts. In somc instanccs, such 

- programs may, however, explore new ground- for exam- 
ple. in relation to the tax valuation of donated debt. In 
this case. government approval can bc expected only if the 
program can be assimilated into existing tax and account- 
ing regulations. 

- - -- Beyond the general issucsof philanthropy, creditor 
countries' governments havc an interest in any program 
that conrributcs t o  stabilizing of LDC dcbt without re- 
quiring spccitic government intervention. Some form of 

-- public involvement in liquidating the Third World debt 
problem is clcarly needed, at the \*cry least by way of  
tax write-offs for debt losscs. Insofar as debtinature pro- 

DEBTOR COUNTRIES. The crucial issue for dcbtor 
countrics is the c m n t  to which dcbrlnarurc s\vaps result 
in a grcatcr net hcnctit than would otherwise he availahlc. 
From thcsc countrics' point of view; thcsc swaps must hc 
compared to the activities crcditor country conscrvation 
organizations arc likcly to undertakc in the abscncc of a 
dehtlnaturc program. There appcar to bc cssenrially two 
avcnucs to n~aximizc thc nct hcncfit: hy substituting ex- 
ternal (hard currcncy) funding for cxpcnditurcs thcy 
w o ~ l d  need to make anyhow o r  hy ensuring that a grcatcr 
proportion of hard currency dcbt is rctircd hy a dchtlna- 
cure swap than tvould hc the casc by other mcans. 

In the first instancc, the intercsts of dchtor countrics 
and conscrvation organizations are less casily reconciled: 
conscrvation orgnizations can only to a limited cstcnt 
justi+ raising funds in thcir country t o  dctiay expenses 
LDC countrics would have to  makc anyhow. In the scc- 
ond instancc, the intercsts of thc dcbtor country and the 
crcditor country conscrvation organization arc congruent; 
thcy ran. howcvcr, only hc realized with active support 
tiom the banks. 

Dchtor countrics must also confront the question 
whether debtinaturc programs reprcxnt interference with 
thcir domestic priority-setting procedures. In most in- 
stances, howcvcr, debtinature programs cover activities 
alrcady approved directly o r  indirectly by dcbtor country 
governments but for which no funds, o r  inadequate 
funds, are available. Under thcse circumstances, dcbtina- 
turc programs can bc seen as a mcans of achieving dcbtor 
countrv ~ o a l s  in an area whcrc funds havc bccn chron- 
i d l y  sh&t because of the ap  arcntly morc r u i n g  needs - - p 
of shot?-tcrm cconciiic-dcvc opmcnt. In o t  cr words they 

" - 

support long-term nccds that are rccognizcd but havc 
proven hard to meet. 

If debtinature swaps are undertaken in large amounts, 
a further issuc for dcbtor countrics would be to ensure 
that the conversion of  dcbt into loc;d currency does not 

gram.achie\~c~this~end-w~ithourrcquiring.positiv~~g&~ern:crcate~disto~tions of the money supply-i.~., contribut_c to 
ment action they arc likely to be welcomed by these inflation. This can bc done in a number of ways-for ex- 
governments. ample, through the issuancc of local currency bonds with 

In the specific area of tropical deforestation, it has a term equivalent to that of the retired debt instrument - 
long hcen recognized that largc-scale deforestation can rather than cash for the debt. In this instance, dcbtlnature - contr~bute t o  rcgonal and global cnvlronmcntal change swaps may have a crcnat~onary cncct, smce die cxc 01 

and thus affect h a 1  interests o f  the creditor countries. external for internal indebredness reduces the i n f l a z y  
- 

Thus far, few effective mechanisms havc been discovered prcssurcs of a shadow hard currency economy. 
- 

that allow creditor countries t o  contribute to more sus- Finally, the willingness of conservation organizations 
tainable management of forest resources in 1,DC coun- to transfer funds into LDC countries, even at the risk 
tricb, u e t ~ ; r ~ d r ~ r c  swaps may prove such a mechanism. of losing a significant portion of  the principal is an im- 

Finally, debtlnature programs can be assimilated into portant symbolic act signaling a faith in thc long-term 
devclopmcnt aid programs, with the difference that they resources of the country and its ability to build a sustain- 
involve no  expenditure of public funds. Much thc same able economy despite its current debt problems. Part of 
rati_o_na!c-appl~cs-t~~them~as~~to~oth~r_[o~rms~of pixate thc LDC dcbt problem is a vicious cycle of indcbrcdncss - -- -- - 
dcvclopnlcnt assistance. that engenders loss of faith in the econumy, which in turn 

providcs an incentive to withdraw funds ftom that ccon- ' 

- - -. - -- . - - - --- - - - . -- -. - - --- - --- - - --- 



omv and to scck "investment havcns," generally in hard 
cur;encies. In a rcal scnsc, conscrvation cspcnditurcs in 
LLX c~wntrics represent an esprcssion of faith in the 
tirturc of thcsc countrics. 

hi.4JOR PROBLEMS IN THE 
CREDITOR COUNTRIES 

Ewrv dcbtinature swap must bc crafted individually. 
Thcrc. 3;c too many interests involved to  permit gcncric 
solutions. The main constant from country to country is 
likely to he the crcditor country conscrvation organiza- 
tion, provided it has the capacity to gencratc funds in the 
relevant creditor countries and to monitor the programs 
fundcd by the swap. All othcr actors are, howcvcr, liable 
to vary from one program to another: dcbtor country, rc- 
cipicnt conscrvation organization, and the banks involved. 
Ncvcrthclcss, thc major problems that must be addressed 
arc liable to  remain much the same. 

For the crcditor country conservation organization, 
thc major problem othcr than additionality is the capacity 
to  ensure proper use of funds. This issue is particularly 
tricky Large amounts of  money can crcatc difficult rela- 
tionships. A balance needs to be struck between the nccd 
to cnsurc thc recipient's autonomy and the donor organi- 
zation's obligations in terms of  monitoring the program. 
At the v m  timc, carc must be taken not to crcatc a situ- 
ation whcrc thc rccipicnt organization becomes dependent 
on-a continuing-flow of  support-from-thedcbtlnaturc----- 
programs, sincc thcsc cannot be assumed to continuc in- 
definitely, T h c x  issucs become magnified in LDCs as the 
slzc of the program grows. It is just as possible to destroy 
an organization by overfunding 3s by undcrhnding, only 
that the process of dcstruction is lcss apparent sincc it 
manifests itself in loss of  initiative, loss of contact w t h  lo- 

THE WAY AHEAD 
Dcbtlnaturc programs represent a remarkable oppor- 

tunitv not onlv for conscrvation. but also for strcnethcn- 
ing ti& betwcin dcvelopcd and LDC countrics at :time 
when thcsc arc sorely in nccd af  strengthening. Thc large 
number of actors involved, as well as the complcxity of 
somc of the issucs. imdv that it will be some timc before 

1 .  

dcbtlnaturc swaps appear routine. As with many othcr is- 
sues, it will require the dcvclopmcnt of an international 
community of pc;;ons in conservation organizations, 
banks, and government, knowledgcablc about the issues 
involved and sufficiently confident of mutual relationships 
to be ahlc to transact many details at a distance. 

Debttnaturc programs respond to  a specific situation 
that may not continuc very long. If a negotiated long- 
term solution is not found bv banks and LDCs. most dcbt 
will be writtcn down to a lc&l that renders it Gorthless 
for most practical purposes. On the ocher hand, working 
on  dcbtlnaturc programs opens new avcnucs o f  achieving 
the goals of conservation, and, while dcbtlnaturc pro- 
grams may not be around for long, the lessons lcarncd 
from working together with the bankin community may 
open up other uncxpectcd avenues for f nancing conserva- 
tion work in Third World countrics. Conceivably, ways 
can be found to ~ u t  dcbt that has k e n  written down to 
virtually no th in i to  good usc or  to develop crcativc fi- 
nancing programs for countrics whose dcbt is tradcd at 
o r  near parity. 

Perhaps the long-tcrm lesson from dcbtlnaturc will bc 
-that-conservation-organizations-and-ba&mahwork ---- - 

togcthcr more closely to  cnsurc that the financial creativity 
of  the banking community and the cxpertisc o f  the con- 
servation community can combine to contribute to  more 
sustainable economics in the Third World. 

-- c.al-constituencie~and-an-insidious-skewing-of-recipicnt 
- priorities to  mcct thc perceived needs of  the donor, Even OPPORTUNITIES FOR 
- - with advantageous Icvcra@n dcbtlnature swaps can in- 
- k INTERNATIONAL COOPERATION 

\olvc large sums of money t at nccd to be ava~lablc in . 6 .  

Some 20 countrics arc heavily indebted to  commercial 
zc,hzr.?nril lhlnrkgr rr IS nnr n r r c c i h l r  tn ~ i n d r r t a l r r  nil- ha a a  n r 1 rnc and a r r  

rous small debt exchanges. ~ i i s ,  in turn, can generate m a l n  this b 
h flow problcms for the creditor country organization den.-At the same timc,=LDC debt is quite widely he1 
For banks, the two major problems arc the absolute so that most industrialized countries arc dected,  even 

need to avoid even the appearance of  debt forgiveness and though the financial situation of banks differs h m  one 
thc obligation towards stockholders to justify the usc of country to the next. This suggests a pattern of coopera- 
L:~IM. IESUUI.CS. ~ d n k s  have traditionally sought to  avoid tion that is particularly interesting. 
direct involvcmcnt in issues of general policy. The dcvcl- O n  thc one hand, coopcntion is necessary between 
,,i;.;i-ix of a dcbtlnaturc program will gencratc podwi l l  conscrvation organiiations in creditor countrics so that 

- in the debtor country. But an important justification is they can approach the relevant banks and acquire debt ti- 
~~~-~-~~-~h~-prir)~iplc-that-it-contributcs-to-the-long-tcrm-t1es~This-can-occur-h-virtudly-all-the-major-indwtri&~d-- 
.4,.,.,,,.~ 01 the country.. Banks may not wish to become countries. Over the put few years, a process o f  consolida- 
roo act~vcly involved in a program that can bc perceived tion has occurred with banks exchanging debt between 
as taking a stance on policy issues. cach other s o  that the approach t o  debt is more focused. - -- - -- -- - -- -- -- . - - -- -- - -- - -- -- -- - -- - - 



Dcspitc th:j process, the number of banks involved is still 
wry large and spread over many countrics. 

On thc o t l~cr  hand, cooperation is ncccssary to ensure 
that relations \virh debtor countrics' conscrvation o r p i -  
zations arc not jcopardizcd by conhsion among potential 
Lunors. It wlll probably bc necessary to achieve a division 
of labor where conscrvation organizations take a lead role 
for a $vcn country o r  project and act as conduit and 
I c ~ d  agent for debt transfers to  the country or  program 
cor~cernrd. 

PRINCIPLES OF ACTION 
Two fundamental principles need to be kept in mind 

in dcvcloping dcbtlnaturc programs: 

Debtlnature programs arc only possible where 
strong conservation institutions exist in the debtor 
country. 

I Dcbtlnaturc programs must bc fair and must be 
seen to be fair, that is, the interests of all parties 
involved must be taken into account. W 



T hc first dcbt-for-naturc swap was csscntially onc 
cn\ironmcntal organization's agrccmcnt with thc 
Rolivian govcrnmcnt to hclp financc and cnsurc thc 

protective managcmcnt of  ovcr 4 million acrcs (1.5 million 
hcctara) of tropical forcsts and grasslands. 

Conservation Intcrnational, a Washington-based non- 
profit organization, bought $650,000 of Bolivia's com- 
mcrcial bank dcbt, using Citibank as its agcnt in the 
secondary financial markcts. Thc dcbt was purchased at 
approximately an 85  pcrccnt discount of its facc valuc, 
that is, at 15 ccnts pcr dollar. A $100,000 grant from the 
Frank Wccdcn Foundation financed this transaction. 

Undcr the tcrms of  thc agrccmcnt signcd July 13, 
1987, Conscrvation International would unccl  Bolivia's 
obligation to pay thc $650,000 dcbt. In rcturn, thc Boli- 
vian govcrnmcnt promised to givc thc maximum Ic@ 
protection to thc Bcni Biosphcrc Rcscrvc and to incrcasc 
t o  3.7 million acrcs (1.2 million hcctarcs) the protcctcd 
arcas ncxt to  thc rcscrvc. Thc govcrnmcnt also agrccd 
to  providc an operating h n d  in local currcncy worth 
$250,000 to managc the Bcni Rcservc m d  its additional 
buffcr zoncs for sustainablc uxs. 

The forcsts and grasslands of thc Bcni Biosphcrc Rc- 
scrvc in northcastern Bolivia support 13 endangered 
spccics, 500 spccics of birds, and thc nomadic Chimanc 
Indians Thc ncwly protcctcd arcas will bc managed to 
bcncfit all rcgional pcoplc, usin thc forest in a sustainablc 
manncr, thus protecting the so f s  and thc watcnhcd, whilc 
prcscrving thc traditional Chimanc way of lifc. 

Conscrvation Intcrnational has bccomc a scicntific and 

tcchnical adviser on cnnscrvation and tesourcc managc- 
mcnt to  the Bolivian govcrnmcnt, in accord with thc 
agrccmcnt. To carry OIAC thc conservation programs, Con- 
scrvation Intcrnational q c c d  to dcsignatc as ~ t s  rcprcscn- 
tativc a local institution,, subjcct to thc approval of thc 
Ministry of Agriculture. 

A national commission was formed that included local 
officials of thc Bcni rcgion, university scientists from thc 
Ecology Institutc and thc Bcni Biological Station, as 
wcll as a rcprcsentativc of thc cnvironmcntal coalition 
LIDEMA (Liga $5 Defcnsa dcl Mcdio Ambicntc). This 
commission is rcsponsiblc for carrying out thc cnviron- 
mcntal programs. 

Thc $250,000 opcrating fund in local currcncy was 
crcatcd with $100,000 in pcsos from thc Bolivian govcrn- 
mcnt and $150,000 in pcsos contributcd by thc US. 
Agency for Intcrnationd Dcvclopmcnt from i n  local cur- 
rency PL 480 funds. 

Administration of  thc operating Fund rests with thc 
Ministry of Agriculturc and the Bolivian non-govcrnmcn- 
tal institution designated by Conservation Internatiord. 

One lesson from thc Boliv;,an dcbt-for-natuic cxpcri- 
cncc is that mispcrccptions may cause a nationalistic 
reaction. No forcign group acquired any control ovcr land 
in Bolivia, althou h some prcss reports g v c  this imprcs- 
sion. In fact, the f and which was already owncd by the 
Bolivian govcrnmcnt, rcri~aincd undcr govcrnmcnt con- 
trol, but only a bcttcr protcction and managcmcnt plan 
was prorniscd. E 



'1'1 le Pl Jppines Case 

T hc PSiJippinc govcrnmcnt, thc Haribon Founda- 
tion - rhc leading conscrvarion organization in 
that country-and thc World Wildlifc Fund of  the 

Uri~tcd Statcs arranged a dcbt-for-narurc swap that would 
provide cash for park improvcmcnt~, trainin programs, 
and h t t c r  managcmcnt of cnvir~nmcntal c tk om. 

In an agrcemcnt s@cd June 24, 1988, thc World Wid- 
li!c Fund afireed to acquire up to 52 million in dcbt that the 
Philippines owes to f o ~ i g n  banks. In thc fim phasc, WWF 
uill acquire dcbt worth $390,000. At thc timc of thc agree- 
nient, Philippine dcht notes wrrc being sold on the sccond- 
a q  market for about 55 pcrccnt of fa- value. Thc Ccnual 
Bank w i l l  credit the ~~J.II amount of thc dcbr to a lod cur- 
rcncy account managsd by thc Haribon Foundation. But a 
small pomon of thc moncy is designated to pay the govern- 
ment's Dcpanmcnt of Environment and N d  Rtsouros 
for administrative cmu d t c d  with somc of the pmjca .  
Thc only restrictions on thc fiurds arc that they annor bc 
used to pay non-Ph$ppinc consultants, and must be ckmad 
to national projcm. 

Somc of thc first funds made available by the swap will 
go toward the planning, pmtcction, and management of 
two parks on thc rcmotc island of Paiawan. In a country of 
7,100 islands, Palawan is outstanding for the shccr beauty 
of its sccncry and its relatively unspoiled n a d  habitats 

sheltering hundreds of spccies. !St. Paul's .Subtcrrancan Rivcr 
National Park includes mountain forests, c w d  mas, and 
a navipblc rivcr that runs fbr five miles through spacious 
cavcrns- holding at least four species of  bats still to be idcn- 
tificd. El Nido National M u i ~  Park, off thc northwest tip - 
of l'alawan, cncompasscs thc rcefi and scagrass surroundmg 
r q p d  smalla islands. Endangcrcd species such as marine 
turtles and dugong swim through this park. 

Thc projcm hndcd by this dcbt-swap include manlgc- 
mcnt plans, buffer zones, and i n h t m c t u r c  for the pads. 
They will also support wearch and cnvironmcnd cduu- 
tion activities, miniig for community-lcvcl resource 
managers, as well as fellowships for graduate-level studcnts 
in conscmtion-rcltcd amas. Thc h n d s  will hclp thc gov- 
ernment mck down on illegal trading and cxploiation of 
wildlife resources, suntcy critical plant sites, and finalize a 
plan for an integrated system of p m c t c d  mas.  

The projcms address the priorities xt out in the nation- 
aJ srnfcgy for conscmtion prcpucd by the Dcpvtmcnt of  
Environment and Natural b r c e s  and WWE In thc cue 
of the Philippine dcbt-for-nauc swap, there is close collab 
oration bcovcrn the responsible government agency and 
the private cnvironmcnd organizations. Other donors, be- 
s ida  World Wildlifc Fund, 2.m specifically invited to 
participate in this p m p m .  a 



F undmon Natura, thc leading privatc conscrvation 
g r o ~ p  in Ecuador, rcachcd an agrccmcnt with thc 
govcrnmcnt's monctary board on October 8, 1987, 

rn~bl ing  the Fouridation to rxchangc up to SIO million in 
debt for locd currency bonds. Thesc bonds wcrc to be 
uscd to himx the Foundxion's broad range of activities 
i r l  conserving and improving Ecuador's national parks. 

Ft!ndacion Natura sought the dollars to purchase this 
dcbt tiom local and international donations. Thc World 
M'ildl~fc Fund-US. offered to purchase the first $1 million 
in dcbt ilr Dcccmber 1987. Ecuadoran dcbt was sold for 
jwt over 35 ccnts, thus $354,000 bought $1,000,000 
tiom commercial lcndcrs to Ecuador. 

The bonds were providcd by the govcrnrncnt at thc 
hl! amoultt of  thc dcbt note, 100 pcrccnt o f  facc value, 
and were converted into sucm at thc official cxchangc 
ratc. ('T'hc official exchange ratc is substantially less than 
rhc floatins rare.) The intcrcst on thcsc bonds, called 
Monctary Stabilization Bonds, is linked to thc market - rates-currently about 33  pcrccnt intcrcst-and they rna- 
t u x  ovcr nlnc !*cars. Thc principal will bccomc an 
cndowmcnr for Fundacion Natura, while the intcrcst 
pays for its on-going progams. 

Fundacion Natura is not thc cxclusivc txncficiary, 
hccausc it will serve as a conduit for funds to support 
conscrvation efforts involving othcr non-govcrnmcntal 
groups and public programs. 

Thc programs supported by thcsc bonds will includc 
rnanagcrncnt plans for protcctcd areas, dcvclopmcnt of 
park infiastructurc, acquisition of  small naturc rexrvcs, 
and training of park personnel, in addition to broadcr 
cnvironmcnd cducation activitics. 

Ecuador holds a widc variety of ecological riches, from 
thc Amazon rainforests up to thc Andean highlands and 
down to thc coastal savannah and mangrovc forests on the 
Pacific side. Its best known natural trcasurcs arc found in 
thc Galapagos Islands, hornc to plants and animals that 
exist nowhere else on earth. 

Until now, sincc only thc Galapagos Islands Park 
produces net incomc, tourism in the Galapagos alone 
providcd thc meager budget for thc othcr 12 parks 
of  Ecuador, which cover 11 percent of  its territory. 

While a $10 million program may no; have much im- 
pact on the country's dcbt, thc interest from thc bonds in 
the first year done  is projcctcd to  double what thc coun- 
try now budgets for its parks. 



The Costa hcan Case 

C osta Rica crcatcd a debt cxchangc that permits.thc 
pooling cf funds fiom dcbt donors in order to fi- 
nance 3 multitude of programs. The government 

set up a $5.4 million dcht-for-nature program in 1987 to 
establish a Natural Resources Conservation Fund using 
specially issued bonds that support the cffort. 

This $5.4 million ceiling was surpassed by donor 
pledgr in early 1988, and a major expansion of  the pro- 
grm is k i n g  planned. 

Many donors-including one bank that gave its 
S254.000 in Costa Rican dcbt to the Nature Conservancy 
for Braulio Carrillo Park-arc helping to provide the debt 
notcs to be swapped. Funds to purchasc dcbt have come 
fiom the Naturc Conservancy, World Wildlife Fund (in- 
cluding its national organizations from the U.S., Canada, 
and Europe), Asociacion Ecologica L~I kc i f iu ,  thc Pew 
Charitable Trust, the MacArthur Foundation, the J.S. 
Noycs Foundation, the Swedish Society for the Conser- 
vation of Naturc, the W. Altor! ,loncs Foundation, the 
Organization for Tropical $::.lies, and Conservation 
International. 

Costa Rican debt was xlling for about 17 cents on  the 
dollar in early 1988, giving the buyers more than an 80 
percent discount. In cxchangc for its notcs, Costa Rica of- 
fered bonds at 75 Derccnt of the face value: T h c x  bonds 
in colones, with m'aturity of up  to six yean, w r y  an aver- 
agc of 25 percent interest. Only the interest payments are 
immediately available to fund environmental projects be- , 

cause the bonds cannot be sold. Principal on the bonds 
isn't paid until thc second year. When more cash is 
-. - ----- - -- . - -  . . - .-- 

needed, however, the bonds can be used as collateral for 
loans. The swaps arc administered by the Costa Rican Cx>- 
operative Bank (BANCOOP) on behalf of the National 
Parks Foundation which channels the funds to projccts 
agreed upon by the donors and the Ministry of  Natural 
Resources. 

The h n d s  arc being u x d  to expand, manage, and pro- 
tect many of Costa Rica's exemplary parks, building up  
the inhastructure for tourism and science. The fixed costs 
of the parks, already x t  by law, take up 90 percent of  the 
public h n d s  budgeted. There has been no public money 
available for new programs, for refomtation, o r  for morc 
innovative work with the local population to prevent 
dcforcstation through cnvironmcntd cducatio:~. 

One major cffort that will benefit from the dcbt swap 
mechanism is the Guanacastc National Park Project. Com- 
pletion of  this park requires the purchase of  land in an 
area located between existing p a r k  and reserves. Only 
when the park is completed and hl ly endowed will the 
government assume title to it. The new park will be large 
enough ro allow the restoration of  an ecosystem that has 
all bur disappeared-the dry tropical forest. Dr. Danicl 
Janzcn, a biologist from the University of  Pennsylvania, 
has worked hard to mobilize resources and shape this 
project. . . 

Working with the local community, so that people can 
perceive the parks' value for them, is an essential part of 
Costa R i d s  plan. +I non-governmental organizations 
participate actively in the debt swa proposing and ad- 
ministering the programs that are C ~ d e d .  rn 

- - . - -- - - - - -- - - -- - - -. - - - - - -- -. -- 



I n Novcrnhcr 1987 the U.S. Treasury Dcpartmcnt is- 
sued Rcvcnuc Ruling 87-124, which providcs a nrech- 
. anisrn to convcrt a portion of thc Third World debt 

burden Into support for conscrvation programs by pcrrnit- 
ring lcnders that donate debt to conscrvation organiza- 

I:, to ohtain a deduction cqual to thcir cost basis in the 
detrt. 

Thc hcavy dcbc burden carricd by dcvcloping coun- 
tries has, In addition to xvcrcly straining thcir cconomics, 
s~gnificantly dirninishcd thcir ability to implcmcnt and 
maintain conscrvation rograms. At thc samc timc, many 
U.S. icndcrs havc port f olios which contain Third World 
loans that arc bought and sold in thc rnarkct at a pricc 
that is lcss than the lender's cost basis in thc dcbt. 

U.S. conservation organizations bclicvc that, if thcy 
w r c  to rcccive donations of Third World dcbt from 
Icndcrs, thcy would bc ablc to rcdccm thc debt in local 
currencies for amounts in cxccss of thc pricc at which thc 
debt is tradcd in U.S. markcts and thcn apply thc local 
currencics to support conservation mcasurcs in thc dcbtor 
nation. 

Prior to the issuance of Rcvcnuc Ruling 87-124, such 
a program was not fcasiblc bccausc cxisting tax laws pro- 
vidcd r disinccntivc to charitablc giving in t h c x  circum- 
stances. Existing tax laws limitcd the charitablc dcduction 

to the markct value of thc loan whcn such valuc was bc- 
low the cost basis of thc loan. In othcr words. the 
amount of thc dcduction for charitablc contributions of 
property gcncrally cqualcd the fair markct value of thc 
property at thc timc of contribution (reduced, undcr ccr- 
tain circumstances, by all or  portion of the unrcalizcd 
apprcciation attributable to  such propcrty.) Thus, if a 
lcndcr donated Third World dcbt with a markct valuc bc- 
low its cost basis to a charitablc organization, thc lcndcr 
would havc bccn unable to rccovcr its cntirc basis in thc 
dcbt through thc charitablc dcduction. 

This placcd thc lcndcr in a worx  position than if it 
had sold the dcbt and donatcd thc procccds of salc to 
charity. For cxamplc, if a lcndcr sold dcbt with a cost ba- 
sis of $1000 for $500 and donatcd thc procccds to charity, 
it would havc bccn ablc to dcduct a $500 loss on thc sale 
and would also rcccivc a $500 charitablc dcduction. If, on 
thc other hand, it simply donatcd thc dcbt to charity, it 
would not have bccn entitled to a loss and would havc 
bccn limitcd to a $500 dcduction (thc assumcd markct 
valuc of thc dcbt). 

Thc purpose of Rcvcnuc Ruling 87-124 is to phcc 
the lcndcr in the samc position whcthcr thc dcbt is do- 
natcd to charity or  sold and the procccds thcn donatcd to 
charity. W 



13. ~\ccountmg: A Summary 

D cht-for-mrurc swaps raisc ncw accounting issucs, 
scsmc vcry similar to thc dcbt-cquity questions, 
hut others which arc unique. Thcrc arc two sidcs 

to hc cons~dcrcd in any such transaction-the valuc of thc 
dcht and the valuc reccivcd for a conxrvation program in 
exchangc.. 

Accordins ro accounting principles, loans uscd for 
swaps bll into a diffcrcnt carcgory from the loans that 
tranks hold until maturity Loans hcld in banks' loan port- 
folios that arc cxpcctcd to be hcld until maturity arc 
rccordcr! at rhc fill1 principal amount o r  at thcir cost whcn 
acquired. Conversely, trading asscts arc normally hcld at 
thr  cost o r  markct valuc, whichcvcr is lowcr. 

Thc pricc of thc dcbt to bc traded dcpcnds on rhc 
huycr's and the scllcr's opinion of  its valuc. Thc valuc of  
thc dcbt, in turn, dcpcnds upon a number o f  factors in- 
clud~ng its likelihood o f  rcpa;mcnt and its valuc in any 
dcbt-cquity swap. Whcn a bank sells a dcbt instrumcnt 
for lcss than its Full valuc in a secondary market, thcn thc 
markct pricc dccidcs what the dcbt is worth at that timc. 
A loan may bc sold for cash o r  anothcr loan. A loss must 
be takcn whcncvcr a loan is sold for lcss than its cost. 

Wlrcn an asxt is rcccivcd in cxchangc for a dcbt, thcn 
a rnorc complicated analysis of  the vduc is rcquircd. Thc 
Accounting Standards Exccutivc Comrnittcc and thc Bank 
Comrnittcc of thc Amcrican Institute of Grtificd Public 
Accountants have prcparcd a proposed Pracricc Bullctin 
regarding the appropriatc treatment of dcbtcquity cx- 
changcs. To dctcrrninc thc "fair valuc:' thc Bullctin con- 
siders bath thc fair vduc o f  thc dcbt giwn up as wcll as 
the assets rcccivcd in return. The factors to considcr.in- 
cIudcJimilar t rakas ions  for cash, cstimatcd cash flows 
from thc cquity invcstmcnt, the markct value of similar 
cquity invcstmcnts, urd any currcncy restrictions ;Iffccting 
the dividends or the SIC o f  the invcstmcnt. 

I t  is possible that this valuation pmccss will result in 

loss rccovcrics o r  cvcn gains. For cxamplc, if thc book vd- 
uc of  thc dcbt had already been writtcn down to a lcsscr 
valuc o r  it had bccn acquircd at a discount in thc xcond- 
arv market, thcn exchanging this debt for an invcstmcnt 
in a dcvcloping country at the full facc valuc of  the dcbt 
would lcad to a gain. Thc accountants proposc, howcvcr, 
that the loss rccovcry o r  g i n  should not be rccordcd until 
thc nct asscts of thc cxchangc arc rcalizcd and rcpatriatcd 
in U.S. dollars. In thc casc of a dcbt-for-nature cxchangc, 
howcvcr, thcrc is no intcntion to rccovcr dollar assets, 
only to invest the local currcncy in maintaining thc natu- 
ral rcsourccs of the country. 

Thc valuc of thc dcbt-for-nature cxchangc, will vary in 
accordance with the amount of  local currcncy or  bonds or  
property o r  scrviccs that arc' agrccd upon by cach country 
and the conservation organizations. For cxamplc, Ecuador 
offcrcd markcublc govcrnmcnt bonds in local currcncy 
cqual t o  the full facc valuc of the dcbt (at the govcrn- 
mcnt's official cxchangc rate), and the bonds will bc 
managed by Fundacion Natura to protidc a steady incomc 
for projects such as thc protcction and cxpansion of parks, 
buffcr zonc activities, and cnvironmcntal cduution. 

Each bank's evaluation of thc dcbt swap advantages 
will also depend to a certain cxtcnt on  its own ovcrdl cap 
ital and rcxrvc position. But thc proposed Bullctin con- 
firms that, although use of dcbt in a dcbt-cquity cxchangc 
will affect the valuc of  the dcbt directly involved in the cx- 
changc, it will not ncccssarily require thc wricdown of 
othcr similar debt hcld bv thc bank in its uortfolio. A 
writcdown would bc rcq;ircd only whcrc i h c  exchqgc, 

. .together- with-othcr circurnstanccs, clcarly-dcmonnratcs ----- - - --- 
the bank's inmt to dispose of other such debt bcforc ma- 
turity. Thus, there is no  "contamination" o f  remainin B loan ~ortfol ios if a small amount is donatcd for dcbt- or- 

I 

nature swaps. 



S incc 1982. the Third World dcbt crisis has hung likc 397.5 billion while an additional $265 billion was owed 
J. sword of Darnoclcs ovcr the Intcrnational financial to private crcditors. Vcnczucla, for exam Ic, owcd S24.4 
y c r n .  rhc fururc prospects of dcvcloping wnrricr ,  billion of its $25.2 billion in long-tcrm debt to privatc 

and the trade of the Unitcd Statcs. How can thc United creditors. Likewise, $34.3 billion of Argcntina's S40.9 
Statcs hclp to rekindle invcstrncnt and g~owrh in the dcbt- billion long-term dcbt was owcd to privatc creditors. 
t a r  ~r~t ions  w~thout cndangcxirlt; ~ h c  safccy of thc US. Unlike Latin America, official creditors in Africa arc 
hankmp systcm? the chief sourcc of funds. Sub-Saharan Afiiu as a region 

owcd $76 billion in long-tcrm dcbt to official crcditors by 
1986 and $33 billion to privatc creditors. Whilc Ghana 

BACKGROUP\J'D owed $196 million in long-term debt, of which S70.5 
During the 1970s and carly 1980s. dcvcloping coun- was owed to official creditors, in Zambia, S371 million 

tries borrowed hcwily to finance balance of paymcnts of its 5437 million long-tcrm debt was owed to official 
deficits caused by a volatilc cxtcrnal cnvironmcnt-high oil crediton. 
priccs, advcrx tcrms of trzdc, and surging intcresr rates- As a result of the rising total debt and debt scrvicc r e  
and to cover domcstic p o k y  errors, such as overvalued quircmcnts since thc 1970s, an increased proportion of 
cxchangc rates, chronic fiscaf deficits, and othcr incentives the GNP of most developing countries must be devoted 
to ovcrspcnding and capital Bight. to interest payments rather than productive investments. 

In thc 1970s, commercial banks were flush with rc- 
cyclcd petrodollars and othcr loanable funds and actively THE 1982-83 NEAR PANIC. To a w n  a financial panic, 
compctcd for Third World clients. But when the global re- the U.S. government, the Intcrnational Monetary Fund 
cession of thc early 1980s brought plummcting commod- (IMF), and the banks collaborated to assemble rescue, 
it? prices and double-digit intmst nm. which sharply packages that provided for postponing the payment of 
increased the cost of outstanding debt, banks abruptly principal, for new Bows of capital, and for austerity p m  
closcd their lcnding windows in most developing coun- grams in the debtor countries. 
tries. cffcctivcly driving debtor nations to the brink of In the intervening five yeus, creditors haw extended 
default. more generous rescheduling terms-longer maturities, low- 

According to the most recent World Bank debt tabla, er spreads over their cost of funds, and elimination of 
by 1986 Third World debt had soared to $1.02 billion. A upfiont k. Ncwrthclcu, continued heavy debt scrvicc 
total of S780 billion is long-tcrm, guaranteed dcbt owcd and low expon revenues prcvcntcd many Latin American 

and Sub-Saharan African nations fiom resuming growh. 
?'I 

to private commercial banks and official sources such as 
-- - the World Bank and the-IMF. The rest is nonguvvrtced - -- -- --. -__. -- _- - _ _ _ - --- - --- 

long-term debt, much of it owed by commercial bor- THE BAKER INITIATIVE. In October 1985, Sccrrtvy 
rowcrs to private creditors, and short-term debt. of the Treasury Junes Baker Lunched a renewed effort to 

In Latin America, which owes the bulk of the debt, promote doser cooperation between creditors and dcbt- 
most of the loans come from commercial banks. By 1986 ors, more knding by d l  crcditors, and a b i t  role for 
the region's long-term dcbt owed to official creditors was the World Bank. The "Baker Plan" also put a new rhctori- 

al emphasis on  a mumption of growth in developing 
Ch~irtint-AT-Bogdanowin-Bindctt-is Senior-Vice-President---- cafnnia.-Howcvtr,-by-198Z,~itbccuncCe~dcn~~hat the 

at Shearson Lehman Hutton, Inc. "Baker Plan" was s d k d :  - Richard Fcinbcrg is Vice President a t  the Ovcncv k l o p m c n t  , Council. 



W Growth had not rcsumcd. For Latin Arncrica, 
pcr capita production is still 5% below 1980 Icvcls. 
Growth in 1987 was an cstimatcd 2.6%, onc point 
lo\~.er than the alrcad! sluggish rates of the previous 
thrrc years. Thc avcragc inflation ratc (wcightcd by 
population) had r ixn  to a shocking 180% by the cnd 
of 1987. 

W Crcd~tors hccamc increasingly unwilling to cxtcnd 
ncn* loans. U.S. banks haw continued to nducr their 
esposurc in Latin Arncrica, and govcrnmcnts havc not 
bccn willing to fill thc gap. Rcflccting a gcncral loss of  
contidcncc. thc valuc of Latin Amcrican debt in sec- 
ondary markets has plummctcd. 

As a result, in thc summer of 1987, thc U.S. Treasury 
quietly bcgan to promotc a "menu" of options, including 
items that implicitly amount to dcbt relief in wry specific 
situations, such as "exit bonds" bcaring below-market in- 
tcrcst rates and thc conversion of loans into equity at dccp 
discounts. Dcbt-equity swaps-in which a dcbt claim is 
mapped for a local in~cs tmc~r t  at an advantageous pricc to 
thc investor- havc grown to a 55-$8 billion markct in a 
little ovcr two ycars. 

Howcvcr, tcnsions bctwccn thc banks and the dcbtor 
nations are rising. Many dcbtors are not kccping up with 
thcir intcrcst paymcnts, and commercial banks arc bccom- 
ing incrcasingl!. rcluctant t o  continuc thc old s t ra tcg  of 
lcnding new money to covcr intcrcst paymcnts owcd to 
r k m .  Last year major US.  banks set aside over $10 billion 
in rcscrvcs against potcncial Third World losses, and, in an 
unprcccdcntcd mow for a U.S. bank; thc-Bank of  BostOn 
wrotc off 20% of its Third World portfolio. 

In the case of  Mexico, thc govcrnmcnt offered to cx- 
changc up to $10 billion in new bonds for outstanding 
bank dcbts at a discount. The U.S. Trcasurv cndoncd the 

- - 

voluntaro swap orooosd bv offcring to sell 'u.s. bonds to 

trics in its prcscnt form, a it requires thc dcbtor nation 
to havc largc forcign cxchangc rcxrvcs to buy collatcral. 
Ncvcrthcless, it is significant bccausc, for thc first timc, 
somc banks and the U.S. Treasury acknowlcdgc that the 
banks will absorb sornc losscs and that thc burdcn, which 
has bccn carricd primarily by thc dcbtors, will h a x  to bc 
sharcd. 

Amcrican hrmcrs and manufacturers havc suffcrcd. 
As a rcsult of  thc contraction in Third World markets, 
U.S. cxports fcll from $92 billion in 1981 to  573 bil- 
lion in 1985. 

4 Political instability is thrcatcning centrist, civilian 
govcrnmcnts in Argentina, Brazil, Pcru, and thc Phi- 
lippincs. Fricndly nations such as Jamaica, Mcxico, and 
Costa Rica, arc struggling with scvcrc cconomic and 
social dislocations. 

Thc dcbt burdcn is a chronic sorc point in diplo- 
matic relations with the Third World. In a perversion 
of economics and cthics, Latin Arncrica has ccdcd 
$145 billion to foreign creditors in nct financial trans- 
fcrs o w  thc last six years. Seizing this opportunity, 
thc Sovict Union has mountcd a propaganda offcnsivc 
on dcbt in Latin Arncrica. 

WHAT CAN BE DONE? 
MUDDLING . THROUGH. -. -- I-.-, ------ Thcre -- --.. could I--_ _ ...-----.---- be a continua- . -.. - -  .- .- - 
tlon o f k q u c n t  ncgotratlons (and re-negotiations) of  
rcxhcduling agrccmcnts bctwccn creditors and dcbtors, 
with possible new "hclls and whistles," such as thosc in- 
troduccd ovcr thc last two years: exit bonds, dcbtcquity 
swaps, lcngthcning of  maturities and loutring of spreads. 
This is thc course of action that makcs somc U.S. money- 

Mesico, io bc'hhd'in escr6w as coilatcrd against - thc ncw ccntcr banks most ~ ~ m f ~ r t a b I ~ . . ~ ~ h ~ ~ a r g u ~ ~ t h ~ t t h d  
M c x l c z n b T o  dK" no  nccd to changc a strategy that has worked: thcrc has 

Thc Mcxican scheme is not applicable to many coun- not bccn a world financial collapse and thc banks haw 



"bi.ught" timc to improvc rhcir balancc shccts. - 

C:I~ICS 01' tlm pcrspcctivc arguc that fivc ycars of bclt 
trqh timing ha:c failed to rcvivc thc economics of many dc- 
\c lopng ~ a t ~ o n s .  Debt rescheduling havc bccornc morc 
d~fficult. rnd Icndcrs arc morc rcluctant to cxtcnd new 
credit. Thcrc IS a danger that dcspcrate debtor nations 
could act unilatcr~ll!; and somc banks could sustain losses 
prq~~1~:ial to thcir solvency Crcditordcbtor confronta- 
twns cuuld hr thcr  crodc U.S. diplomatic influcncc in 
rmportmt Third World nations. 

C.\I'IT.\L ADEQUACY, CASE BY CASE. With rhc activc 
cncouragcmcnt of the Unitcd Statcs. thc Brctton Woods 
~gcncics (the World Bank and the IMF) could calculate 
v;ith cach dchtor nation thc combination of ncw lending 
~ n d  dcbt rclicf necessary to leave cnough capital in thc 
country to permit adcquatc invcstmcnt and growth. 

- I In each country casc, commercial banks would in- - 

dividually and voluntarily dccidc on thcir form of 
parricipation. National banking authorities would co- 
ordinate and rcvisc thcir proccdurcs to givc banks the 
ncccsary cncouragcmcnt and tlcxibility and to  casc the 
impact on banks' balancc shccts. 

- 
To participatc with force, thc World Bank, the 

- IMF, and thc regional dcvclopmcnt banks, such as thc 
Intcr-American Dcvclopmcnt Bank, will cach necd cn- 
hanccd resourccs. Thc major surplus nations- Japan 
and Wcst Germany-should contributc prornincntly. (If 

-- - - . - the Unitcd Statcs covcrs 2096of-a-$75 billion capital 
increase for thc World Bank, and the paid-in portion 

- 

is 3%. the U.S. Congress would havc to appropriatc 
- only $450 million, or S90 million annually ovcr fivc 

:.+cars.) 

Ofiicial crcditors should providc additional rc- 

Such financial packages would bc contingcnt on 
dcbtor nations agrccing to continuc rcforms that f m c r  
cconomic cfficicncy and sustainable dcvclopmcnt. 

Proponcnts of this approach arguc that it will ficc 
debtors to conccntratc on thcir domcsric cconomic man- 
agcmcnt and cncouragc thcir private scctors to takc a 
lonecr vicw, which would stimulate invcstmcnrs and 
growth. Creditors would be able to  put thcir balancc 
shccts in ordcr ovcr timc and absorb any losses without 
jeopardizing rhcir solvcncy 

Critics fear that cvcn partial debt rclicf could ruin 
debtors' h tu rc  acccss to crcdit markets and thrcatcn wcak- 
cr U.S. banks. 

GLOBAL DEBT RELIEF. Some analysts go furthcr 2nd 
advocatc thc creation of a largc intcrnationd fund to pur- 
chase Third World dcht at substantial discounts and thcn 
rcadjust dcbt servicc burdens on  a country-bycountry ba- 
sis. A comprchcnsivc solution would havc the bcncfit of 
solving thc crisis and, likc the second option, of  cnabling 
countries t o  conccntratc on domestic cconomic managc- 
mcnt. It would also providc a longcr-tcrm framcwork for 
commcrcial banks and might cvcn allow the rccovcry of a 
higher proportion of thcir outstanding loans than if thcy 
continucd to scck h l l  rcpayrncnt. 

Detractors suggest that such a grand xhcmc would 
takc ycars to initiate, require large-scalc financing from in- 
dustrial-country trcasurics, bc complcx to administer. 
inadvertently harm the crcdit ratings of cvcn the strongest 

-developing-nations;-and possibly~invol~~c~serious~losscs~for - - - -  
banks. If the new debt facility were ricd to thc World 
Bank or IMF, it could compromise thcir hndamcntal pur- 
poses and financial standing, and transform thcm into 
dcbt collection agcncics. Supportcrs arguc that this is al- 
rcady largclp thc case. rn 

--u- --.-- -----. - 
sources at conccssional ratcs to thc poorest natlons, 
particularly thosc in Sub-Saharan Africa. In particular Fcbruary 1988 
cascs, certain catcgorics of  dcbt should bc forgiven. 
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P r inc ipa l  Inves t iga to r  f o r  a sea t u r t l e  research survey o f  Co lod l a ' s  Caribbean coast, 
sponsored by the US Nat ional Oceanic and Atmospherlc Adminlstrat lon (December, 1985 t o  
February, 1986). The survey cons1 s ted predominantly o f  in terv iews w l t h  a r t l sena l  
fishermen, comnercial f ishemen, m d  other  fnd iv idua ls  Involved w l t h  the comnrc i a l i za t l on  
o r  conservation o f  Colombia's marine t u r t l e s .  The r e s u l t s  w l l l  be presented as the  - -- - -  - -- -" - - -- -- -- -- -- - - 
National Report f o r  Colombia f o r  the Yestern A t l an t l c  Tu r t l e  ~ymposium 11, t o  be he l d  i n  
Hay~.guez, Puerto Rico I n  Noveder, 1987. 

Assistant t o  the Vice President o f  Uor ld  U i l d l l f e  Fund-US I n  the Conservrtfon Education and 
Tra i  n lng Program ( f o n n r l y  RARE, Inc.), Uashington, DC (DeccRlber, 1984 t o  December, 1985). 
WF1s Conservation Educatlon and Tra ln lng Program deslgns and l c p l m t n t s  p ro jec ts  
thTo~ho~t-th-eedeTt1bplngow~r1-d~fdtuttinpPp~I~~ri ly-1 n-Ll  t l  n-&rI,c,a-md-therCar1 bbean. 
My dut ies included correspondence ( I n  Engl l s h  and Spanish), preparat lon of grant  

caoperat i ng  i n s t l  tut ions, preparat lon o f  t r a v e l  schedul 

phylogenetic analys is  of the  genus Rhlnoclcrmys, a dlverse group o f  neotroplcal  tu r t l es .  - 

- 

Coordinator o f  Elderhostel ,  an educr t lonal  program f o r  o lder  adults, a t  t he  Exper lmnt  1n 
In ternat ional  L i  vf ng, Bratt leboro, V e m n t  (Cebruary t o  kpt tmber ,  1984). My dut les Included: 

- 

..,ic!le and mi  1 correspondence, rccountlng, pronotlon, t r ave l  and housing r r r ange rn t s ,  d a l l y  
.-,lrgement and problem %lvlng, and terch lnp a Grertest Hi='. - - - - - 

- 

- - - - - - 4 L-''-* --- 
I,', y: 
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Job an5 Research -- Erperlence (Continued) 

leifi:c1cai Coorainator of the Western Atlantic Turtle Symposium, a multl-natlonal convcntlon --- 
addressiqg the issues of sea turtle management and conservation In the Wider Carlbbean area. 
he:J In Sbn Jose, Costa Rlca (May to August, 1983). My duties Included: collectlon and 
collation of data from 38 Carlbbean natlons, edltlng and translatlon of sclentlflc documents for 
presentation and publlcatlo~~, preparation of lnternatlonal travel Itlnerarles, on-slte logistlcrl 

- management of the symposlurn, and transcrlptlon and editing of Symposlum Proceedings. 
- - 

Naturalist Guide aboard the MIV Bucanero, Galapagos Islands, Ecuador (February t s  Hay, 1982). I 
lectured to vlsltors about the natural history of the Galapagos Archipelago u d  guided In the fleld. 

- Research Assistant and Mechanic for the Atlantic Rldley Sea Turtle Project, Rancho Nuevo, -- 
Tamaulipas, Mexico (April to September, 1981). 1 assisted with tagglng, translocation of eggs, 
maintenance of hatcheries, and the support of lnternatlonal efforts to relocate populations of 

- 

Kenlp's Ridley sea turtles to Padre Island, Texas. I partlclpated In the productlon of The 
Heartbreak Turtle, a film documentary on the Ilfe hlstory of the Kmp's Ridley. I Conducted 

- research concerning scute pattern variations In Lepldo~helys temp1 , and studied the natural 
history of local herpetofauna, Including detalled work wlth t m  local fresh water turtles, 
Trachemys scripta catasp?i~, and Klnosternon herreral. 

Research Assistant to the Little Cumberland Island Loggerhead Turtle Project, Little Cumberland 
Island, Georgia (April to August, 1979). I assisted in tagging, egg translocation and 
hatchery malntenance, and conducted research concerning scute pattern varlatlons In 
Caretta caretta. -- 
Marine ?r.searcher In the North Atlantic aboard the research vessel Yestward (June to August, 
1978). I served as crew, partlclpatlng In a1 1 phases of ship operations at sea, and conducted 
research on 'The Vertical Migration of Mesopelagic Flsh wl th Respect to Varlous Physlcal Fact.cmm. 

1: 
Educatl onal HI story 

1 

SCHOOL FOR INTERNATIONALTRAINING,Brattleboro, Vermont. Hasterof lnternatlonal Admlnlstratlon . 
; ---- - - --  - -pendfng-cmplet~on-of~-thes~s)  - - - --. ---- - - .- --.-.- -- -- 

C a m e w o r k  lncl uded: Cross-cul tural Comnunlcatlon, Orgrnlzatlonal Pchavlor, Conparatlve 
Development Pol lcles, Project Design and Proposal Wrl tlng, Peace and Confllct Studies, 
Financial Management, Envfromntal Studles, Revolution In Central Amcrlca, Esperanto. 

- 

CHARLES DARWIN RESEARCH STATION, Y n t a  Cruz, Salapagos, Ecuador (kptenber, 1981). Partlclprted 

- - -in-theGa1apagos-Natural-1st-Gulde-Course , f a u g h t b y ~ t h e ~ h t q u r N a c i o n a l ~ ~ i r l a p a g o s . ~ ~ ~  ---- 
MICHIGAN STATE UNIVERSITY, East Lanslng, Mlchlgan (Sprlng Scmsttr, 1979). 

'Coursework lncluded: krphology of Cho~dates, Herpetology. 

~CfOClATlON, Woods Hole, kssrchusetts (April to August, 1978). . 
Coursework lncluded: Marine Sclence, Nautlcal Science, #n and the Sea. 

ELMIRA COLLEGE (Col Iege Center of the Flnger Lakes), Y n  ~alvadr'; B a h u s  (April to June. 1977). 
rn**--ml, lncluded: Chrlne Zoology. lntenslve study of local Echlnodermata. 

- - -. .- -- 
- 



Educational H is to ry  (Continued) 

i~I'i9A INSTITUTE OF TECHNOLOGY (School of b r i n e  and Environmental Technology), Jensen Beach, 
F l o r  l d a  (June t o  August, 1975). 

Coursework Included: Ocean Biology 11, In t roduct ion t o  Oceanography, Photography, Advanced SCUBA. 

Licenses and Cer t l f l ca t lons  

- Airplane p r i va te  p i l o t  ( s ing le  engine land), l i g h t e r  than a i r  comnercial p i l o t  (hot a i r  balloon), 
V i s i t o r ' s  Guide LIcence (National Park Galapagos), Federal Cmun i ca t i ons  Commission r e s t r i c t e d  
radiotelephone operators permit, SCUBA (NASDS basic and PAD1 advanced certifications). 

. A f f l l i a t l o n s  

American Soclety o f  Ichthyolog is ts  and Herpetologl sts, Association o f  Bal loon and Ai rsh ip  
Constructors, Bal loon Federatlon of Amerlca, Beta Beta Beta Bl  o log lca l  Honor Society, Chlcago 
Herpetological Society, Gopher Tor to l  se Councll , Internat ional  Oreanographic Foundatlon, Society 
fo r  the Study of Amphibians and Repti les, Universal Esperanto Assoclatlon, 

- 

Pub1 l ca t lons  

Berry, Frederick H., La r ry  Ogren, Roderic B. Mast. et.al. 1983. Unlted S t r tes  Nr t lonal  Report 
t o  the  Yestern A t l r n t l c  Tu r t l e  Syaposlua. Procetdlngs o f  the Y.A.T.S. (Unlv. o f  Miami 
Press). 3:423-499. 

Carr, John 1.. and Roderic B. Mast. 1985. Natural  H lsrory  Notes on k r r e r r g s  ?bd Turt le,  
Kinosternon h e r r e r r l  . I n  preparatf  on. 

Lenarz, Mark S., Nat B. Frazer, Mark A. Ralston, and Roderlc B. Mast. 1981. Seven Nests Recorded 
For a Loggerhead Turt le,  C I r e t t a  c r r e t t a  i n  One Season. HerpetologIcr l  Revlw. 12(9):14-15. 

-- ? .- -- 
k s t ,  Roderic 8. 1978. The V e r t l c r l  Migrat ion o f  llcsopelagic F ish w i t h  Respect t o  VarSous 
- '- 

Ph-ys,crl"~F,c~t~6rrLL .--- Y-40-.CrTil.s- -- - - - - - 
-- --- --..-.--.".-- - e Report o f  S c l e n t i f l ~ A ~ t ~ l ~ l t i e s  (sea Education Association, 

Uoods Hole, HA.). 
- 

Mast, Roderlc B. 1984. ~ d r n i n g  F m  tho  Elderhostelrrs.  Odyssey. ( E ~ p c r l a n t  i n  
l n t e rna t i on r l  L l v l n g  Press, Bratt leboro, VT.). 2(1):14. - 

- -Mas t~Roder lc -B~19B5~CI rapac ia l -ku t r -Pa t t~m-Var i r t lons - i~ the - l ;og~rhead-S I r tu r t l r ;  

Caretta ca re t t r .  i n  preparatlon. - 
&st,  Roderlc B., and h i e  Brautlgrm. 1986. Hexicogs Sea Turt les:  Trade t he  Major T h y a t  . . . - - _ 

R-. 9\rgrn9-~3. 

RIdley Sea Turt le,  Lepldochelys tarpi. Proceedfngs o f  t he  F i r s t  In te rna t iona l  Synposlm on 
Y?y'r  RIdley Sea T u r t l e  Biology, Conservation m d  Management. i n  press. 

- Mast, Roderlc B., and John L. Cart. 1985. k c r o c h e l i d  Mltes I n  Association with w g s  Rid ley 
- Hatchlings. Marine Tu r t l e  Newsletter. 33:ll-12 

- 
-----A- 

i i b T t ~ R T j - d - i - F l 5 - 0 ~ d 3 2 i h ~ k f r . 1 9 8 ~ ~ r m y s  s c r i p t i X T t 5 5 i  l r ( i l u a s t e c r n  Slldsr)T-Eggs 
and k t c h l  ingr.  H t rpe to log ic r l  Review.'- i n  press. 



WWF 

World Wildhfe Fund 

BACKGROUND 

Barbara G .  Hoskinson 

Barbara Hoskinson is the Director of Corporate Relations 
for both World Wildlife Fund and The Conservation Foundation. 
In this capacity, she is responsible for fundraising from the 
corporate world, as well as coordinating corporate 
involvement with WWF/CFfs program work. In addition, Ms. 
Hoskinson is responsible for the financial structuring of 
debt-for-nature swaps. 

Previously, Ms. Hoskinson was a vice president at Bankers 
Trust Company New York working in international finance and 
later in domestic corporate finance. 





WWF 

Ubrld Wildlife Fund 

Mr. Warren Weinstein 
Associate Assistant Administrator 
AFR/MDI, Room 2485 
U.S. Agency for International Development 
320 21st Street, NW 
Washington, D.C. 20523 

Dear Warren: 

I am writing to provide additional information concerning 
World Wildlife Fundts proposed debt-for-nature program in 
Madagascar, for which WWF has requested support from the U.S. 
Agency for International Development in a grant proposal dated 
June 2, 1989. 

As planned, WWF sent a mission to Madagascar in June to 
finalize the scope and contents of the debt-for-nature program. 

- The WWF team, which included dabt-swap specialist Barbara 
Hoskinson and representatives from the WWF Secretariat in Gland, 
Switzerland, held substantive meetings with the Governor of the 
Central Bank of Madagascar and the Minister of MPAEF, and broad 
agreement was reached on all aspects of the proposed debt-for- -- -- 
nature program. ~he--m tm-alZ&'%iit-with-r%iiiresentatives of 
the ~ ~ d ~ a d a g a s c a r  Mission, Dave Gibson of R E D ~ O ,  and Liie Hannah 

i,: of AID/Washington to work out technical details of the proposed 
program, including a budget in local currency and US dollars, 
which is attached. 

---- 

value of $2,111,111 (exchange rats of $1.00 = FnC 1650). Tho 
actual local currency amount generated from the swap may change, 

- depending on the price of debt and the exchange rate, but the 
- variance should not be great. 

--- - 



Implementation of the conservation program financed by the 
swap would be carried out as broadly indicated in our proposal of 
June 2, with in-country responsibility for disbursement of funds 
and monitoring of results resting with a WWF technical advisor to 
be hired subsequent to grant award. Funds generated from the 
swap will be used only for ongoing projects that have received 
approval from MPAEF and can readily absorb local currency. At 
this time, several high-priority protected area projects are set 
to receive PL-480 monies through AID and are therefore not 
candidates for receiving local currency proceeds from the swap. 
In consultation with the AID Madagascar Mission, we have designed 
a spending program that provides local currency for projects that 
are not slated'to receive PL-480 monies, in particular 
Classification 1 Protected Areas Andringitra and Marjojy (see 
attached project descriptions), and for an extensive training 
program for protected area managers and guards that will improve 
the protection, management, and wise use of resources in 
virtually all the parks and reserves of Madagascar. This 
spending program is laid out in the attached budget. As part of 
our implementation plan, WWF will at the outset and at six month 
intervals review progress and activities with both the AID 
Mission and AID/Washington. 

As requested by AID in its initial review of the WWF grant 
proposal, we are providing, in addition to the attached budget, 
information on the following: (I) expected end-of-project 
conditions; (3) expected beneficiaries; and (3) monitoring and 
evaluation. 

Fnd-of -Project Conditio~ . . 

The proposed program will by the end of three years have 
provided for the recruitment, training, and salary support of: 

- 200 guards working in Classification 1 protected areas 

-----200-guards-worki-ng-in-Cl-assif ication-2-and-?,-protected- 
areas {I - . . 

- 
By_ the end of the three,!years, the following.should be 

underwayor completed in each of the high priority protected - areas receiving support through the program:' 

(1) Surveys and Needs Assessments 
- 

- I .  - Socioeconomic surveys of pilot villages in buffer zones 
of protected areas \>. -..- -- 

- _l_l.____-_-_---__-ll___ 

- 

- Inventories of biological resources in selected regions 
of protected areas 

- _. -- 



- Surveys of natural forest resources in the buffer zones 
of protected areas 

(2) Protected Area Management 

- Recruitment and training of additional protected area 
personnel 

- Acquisition of essential field equipment such as 
clothing, tents, and motorcycles 

- Relocation and marking of protected area boundaries 

- Active patroling of all boundaries and regularly used 
pathe 

. f 4  

- Radio connection to MPAEF in Antananarivo 

(3) Agriculture (in pilot villages) 

- Introduction of intensive agricultural practices such as 
vegetable and fruit production 

- - Introduction or improvement of irrigated rice production 
- - Improvement of livestock management practices 

- Improvement in produce and livestock marketing 

(4) Forestry and Agroforestry (in selected areas) 

- Establishment of tree nurseries for useful species 
- - - - - - -- . - - . . - - -- - - - - - . . - - - - - - - - - -- --- - -- -"--- - Development of effective outplanting and tree maintenance 

plans 

- Investigation of sustainable utilization of native tree 
species 

- Investigation of forestry plantation requirements and 
establishment of plantation(6) as appropriate 

management and conservation 

- Provision of teacher guides for courses at the primary 
- school 1 ~ a 1  . . 

~___.I1I.111-E~~vision-of_primary-level-books-in-Ma1agasy-f o r a l l 1 -  
schoolchildren attending environmental courses 

1- 
-- 



- Regular meetings on conservation themes with pilot. 
village residents, including some audiovisual presentations 

Fx~ected Beneficiaries 

Principal beneficiaries of the training program will be the 
400 trainees who will receive training in integrated park 
management and material support for the duration of the program. 
In addition, the program will help MPAEF develop the 
institutional capacity and resources to properly protect and 
manage the system of parks, reserves, and forests for which it 
has responsibility. 

Principal beneficiaries at the sp~cific sites receiving 
supp~rt from the program will be low-income subsistence fanners 
living in pilot villages in the buffer zones of the protected 6, 

areas. They will benefit from material support and improved 
cultivation techniques and varieties, with an overall improvement 

- 

in natural resource utilization. Those potentially affected 
- negatively by the program will also be low-income subsistence 

farmers -- those who do not live in pilot villages or otherwise . 
do not receive assistance from the program in developing 
alternative agricultural techniques. Mitigation ~f this impact 

- can be achieved by extending outreach and replicating approaches 
in other villages and areas. 

Other beneficiarie3 will include school teachers and their 
pupils in pilot villages who will be provided with adequate 
materials and support for school environmental education 
programs. In some protected areas, improved use of protected 
areas through controlled visitor access will also provide 
employment for local guides and provide foreign currency revenue 

"- - - - for the country. - --  - - - - -  .-* - - - * - _ _ _  _ _ _. _ _ - . --- - -.- -- 

- The progress of the program will be konitored by a program 
officer within WWF, who will be in frequent communication with 

-.-- - 
the in-country technical advisor. Periodic reports on use of 
grant-f unds-afid-~cCcompl-i:smXnf s--of -the program will proviae a 
means for AID to monitor progresrr, as will regular meetings 

independent financial auditor will evaluate the disbursement 
procedures for the debt-swap proceeds to assure that the 
financial aspects of the program are sound. Second,-at the 
beginning of the third year, a team of two independent 
evaluators - working in cok,!.aboretion with the program staff will- - 
e v a l u a t e t h e T f f ~ ~ t i T n ~ ~ f ~ h ~ r ~ i n i n g  and<rotected area 

- 



components of the program. The evaluators will observe training 
courses, interview trainees and graduates, and assess the 
effectiveness sf training materials and instructors. They will 
also make ~ i t e  visits to the protected areas receiving support 
under the program and document progress toward each of the end- 
of-project conditions indicated above, identifying particular 
successes and problem areas for attention in the third year of 
the grant. Both the financial auditor and the program evaluation 
team will provide written reports to AID documenting their 
findings. 

I hope that the information provided here will be sufficient 
for AID to further evaluate our grant proposal. If you need 
anything in addition, please do not hesitate to let me or Barbara 
Hoskinson know. 

We had another very productive meeting with the Malagasy 
Ambassador today and now expect to have a signed debt swap 
protocol with the Central Bank of Madagascar early in the week of 
July 17th. 

Sincerely yours, 

~w k'baC 
Natalie Waugh 
Director, Foundation and 
Government Development 

cc: Bill Darkins, AID/AFR ~ 
- - - - - - . - - - Steve Pulaski, --- AID/AFH - - -  . - - -- - -. .- - -- - - - -  - - -  

John Gaudet , AID/AFR 
- Lee Hannah, AID/AFR 
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6 .  _IrJ&.~'Tp~~YJ~ FOTDlT I ELS 
a.1. W&3= 



-. f r-$4, IWI te5 =IS fo rm de crachin. - 

- grmde variAt4 de types de v&j&tatim i'qu'on y rmcontre. Latrs 

1 'Est mlgache, la Fodt pluviale primaire d'altitude de 1'Est malgacte, 
la Fo&t schl4rophylle d'altitude de 1'Est mlgache, le Eush clricoide 

qtti abritmt unr fame d'une grand& r i c b e .  Sec~ls 1 m  vert&br& cnt fait 
1 'oljet d' invmtaires, parmi, lesquels on reccnse 22 espkes d'amphibiens, 
7 e j r - k e s  de reptiles, 75 espkes d'oisact:.: et X! espkes de marrmifkres. A 
nater que ces inventaires scnt loin d0Ptre camplets m particulier a~t 
niveau de 1 ' ter.@tof ame. 9 

i 



La r&erve ~t-&srt t . .~:  me ind&iiatrle val H!r histot-iql-!e ~ L I  fa1 t qu ' el 1.- 
abri +x ~ F Z L ! C ~ C X ~ S  E:~+ES q:.i (XI t r.iv2 g r a - ~ d e  irnpxtxtsre d x ~ s  l e r  t r -ad i t i ' x  f 
d j :  FI.'II~~E-E kt.~lle-t  Para .  

I -. ;.. g 1 I ' + . I I T  & 1 ,  l l - &  d3:= ce J~+.;.~c;e-, t ,.. 5 .;, 2 r ,~ :$+- t -~>  + : 
J-' 

F;;) .,-..: - dp  - . -  '! ' <&.:_,:.%.. 5.t.LirT.i~ t-,t-,;;,:-t.3]c . . : = < i i ~ . e  
.. - .# . i:.y,w,t #;n p: ~ J I .  -a!nl.e d:.!t.-<l171p i;L..,<t2fi::0f.r-,.~ [t - ,-Jt-.i, =c. : s y ,  - 
,+ . ;,,!-,.- :. : q.-o~,=..~i , 1 .  ,.L.-.:-.:.$ . - - c  5- .!- 1 '1.1.k i . 1  j-iz< k i . : e - ~  l-a.t,..Lr-,!.t~!, l p  c . 4 ~  ,{-~+-::,l:j 5 r~.,:!.: 

. . 
t .  -- . . I-... +- - :.-.: -. r~;~~.!--.:!-~v~ ipz... ' '  & , , t ~ l , +  q .  . , c l  y l I  1 ,  c 3-,y&, 
' , . . - , ; - : -. -. . ... .. : ,-, , , r ,  1 i .i sp;~. . ql! ' ~ t r - ,  +.>I  --. p: (2 -i ~t p1.t: r-k3- ,:.-I 

. , :  li! s.,!- 1 c#-. Ltt. ~ I p s : ,  *t j 2 . ; ~  ,-Jp: ...i1, 1 +--.?:; K l l , i  ~ ~ . 2 p + ~ ~  &, := - 
- - ,- . * ; , , , '  , \p I r-ct ; : %,~l-&., zt;~; -i? pi & + ~ r ~ + ~ ; - , + :  i-y 

_ .  - I . . -3: .-. I , a!: :.. i);.._1~: L . I ~ I ~  i.vl;::~y.t+r-\t ,+ ~~:-j,r:,: 3.t:tj,re & ' ~1t i . l  j , ~ ~ + ~ l - ~ , ~ ~ - !  & . o . r - ~ ~ n : ~  
i i  -. ,.(, +::. ::jf-i-k=.% ! - . a . + ~ \ l r ~ ]  It:.,.= .. - 4 .  

i , *  t - L ~ C ( I + ~ ~ L I E . ~  = 3 1 * i n ~  qm!$2 r~.D-(s a~(3-15 F ~ ~ = S & -  dan= ]a F;".:i 5 
. .  - 

'* --.~.!*.ir~.li?.?.-,+, ei: ]e ]ijr-..; de EE; 1 ,  nrllL_\.; ~ y + - - ~ - , ~  e<\ l ' t = ~ ~ z i ~ y ;  uc 
!yz . . i . s  p -  

. . : I:v.w? C+,ir-;.. pt-&is df?s rrfi~tiicss q l l i  pkm t %r cette a i r ~  ._ .. -.- 
-. -. -- -. -. -. . - - - ,.,f-,-., f:!,..,+*..-.--.---.. '-. -. - .- .- ' ~- - -  -- - ' - -. '' 

I- .-- ,.. - L 

2.1.1. W f o r e s t a t i m  : el - Chltrire sur b t i t l i s  : cetta t e c k i q u e  d e s t n c t r i c e  est ,, - p r a t i q u k  sc\r la  bordure o r i e n t a l e  de la * ~ r v e .  C e m d a n t .  =a 
lm~artrnce n'est pas cmnue dans sa g l o b a l i t 8  compte tenu de  la d i f f i c u l t &  
d ' a c c k  aur di f f&ren ts  set t a w s  de la l i m i t e  or ier . ta le!  de  la r-we. - E::ploitation foresticir-e i l l i c i t e  : eZ le a f f e c t e  l'enserrtble 
de 1 w r&zer-ve avec LU-I d q r &  d '  i n t ens i t&  \r$riSble. kt nord, A 1 'cuest et  au 
c~~dJ--el-l ~ ~ - ~ ~ ~ ~ ~ - c ~ - - - c a ~ a c t & r e - n m - - c ~ r c ~ ~ l - ; - t e - - ~ i ~ e 5 ~ e u l - l ~ ~ - t ~ ~ ~ ~ F  
~ c ~ ~ w o i r  dux besoins domest iqu~s d e  cuisson et d e  cmstnc4:im f CI 1.' est , 
'1 'e: ;pioitat icn i l  licite est par fo i s  p r a t i q ~ ~ k  dans un but c h r c i a l .  Dan5 

I - _ _ ___---- -- -- - -- . -- --- -- - -- ---- 
I I 



'-i 
, .1.4. C a ~ t r : -  t ~~jt.' de I 'eau : ce probl&w est zese:: aiqu ~ X I E  I=c 

p t  k ~ e i -  I-lard t i ~ l ~ % t  de l a  rfkene. I 1  revet le plirc s c l l v ~ ~ ~ t  L ~ I  S=:S=~ 
-- . - - -- 

-+xix!itxnnel -a l ' ~ . : c e p , t i o r ~ - - - d ' ~ n -  ~as-c.1 ~ i i i s - i n s t a l l S t i W ~  a nieX@23LtF-ZFi 
t t  '4.. aq.e.: de t e r - r a ~ 1 _ ~ ~ 1 e - 1 t s  imprtartts (t%itartiScttc,y j . artre 1 ' irr~++ct 
rkzolcqiqt re d i . f . f i c i l e  A &valuer,  ces travanx cr t' le d I f a u t  d e  cr&r d ~ 5  
- - , . I  de vj.sit:e e t  d r ~ ~ ,  axe3 d e  p i r l t t r a t i c n  da tk  l a  r k e r v e  et p r r -  IE 

j pluc i ~ p r x ~ t  d e  gacher des sites d e  ':-.~,::.es v a l e u r s  paysgBr-es q u i  
p ~ r r ~ i m t  &tre m i s  en va leur  dm5 le -':ac;.-e d'un d & v e l o p p ~ m t  

2.1.5. Col lecte de p l a n t e s  alinwrtaires, ~ M i c i n a l e s  et 
o r n m m t a l e s  : cette a c t i v i t &  a Bt& not& s p o r a d i q ~ r m t  et revfit L ~ I  

Wrle l ' o r i e n t a t i m  cmmwciale de  telles pra 
rnpsct. Ce c h m g m m t  est s u s c e p t i b l e  de  se pr- 

ricl-ese d e  cette rCEerv? en pllwstes amarmtales t e l l s  que A& spp., 
C:'alarlck,% spp., palmiers, orchid- a1 M i r i n a l e s .  A n o t e r  l a  pr&mce 
~ ' C U - I  kl- l c c a l i . 4  au massif d s  1 ' b d r i n g i t r a ,  A l o e  a n d r i n q i t r e n s i s  qcl i  

j\ p r k z t e  une va leur  p a w  1- co?lec t imnect rs .  

2.1.6. Bracmnagc : i l  reste trPrj l i m i t &  canpte t m u  de 
I ' 91 ---. ~ i i g t ~ ~ ~ ~ t - d e - c e t t r ~ m e - - d e s - ~ w t e s  - -u r&in~- -&-&-- l  a-rarete-des-------- 
a r e  et des nslmiticns d m s  les v i l l a g e s .  Le l r acmnage  d e  s u b s i s t m c e ,  

- 
q ~ r i  a Ct& note ,  affecte les Tenrecidae Tenrec ecandatus et * t i f e r  

'\ > .!: t, 
______ ________ ______-_______-- 



- p-tr t a t t e  d ' a s s i s t e r  . l a  p o p r l a t i m  v i  1 l a g m i x  dans san ef fot-t 
d ' i.&l i o r a t i c n  d s  rwldwtewts a g r i c o l s .  I 1  ne rezcrr tre  piis LD s c ~ c &  

1 
n c t a i r e  aupu-k des v i  1 l a p m i s  du f a i t  d t ~ '  rrcmque he cmf  i ance  q u i  t-Wne 
mtre l u i  et la pprlatim locale. 

2.4. G e s t i m  de l a  r h r v e  : elle est A la charge d e  trois agents ~ L I  

- PPCEF? ~n C k f  de Poste ,  bad A h h a l a v a o  et d e w  Chefs SEc tecrrs , 1 ' ~n 
~SE& A h t a r ~ i f o t s y  (Canton-t ~ored ie r  dOA-nbalavao) et l ' a u t r e  A 

7 m: 2. 

' ,  ':\ 3.1,. F a c t e x s  r l-r io-kanmiaues : cmpte tenu de la v a r i a h i l i t d  d e s  
probl- et d e  l a w  csrigine, c m e  developF1) p r k & m t  i.dms le 

\ t ct&pit.re 2.1, i l  c m v i e n t  d '&tud ie r  chaque cas de f i g u r e  &psrt#n#rt avec 
-- -------f-inaj~e.-- ~ ~ t - - - p a r r q ~ i - - i - l - ~ - ~ t - - - n & ~ ~ - i 7 ~ - ~ ~ f  3 mt~~md~+-txit+----.-- 

a c t i m s  ccrlrr&tes d e  grande envergcrre scrr le t e r r a i n  de  mwler Lme i t u d e  
=~tc iuCrmcmique qu i  permette de dGfini r  les sit~raticns, d ' i d e n t i f i e r  ler; 

1) * 
- - - --- -- - ---- -- - - - - - - - _- _ _ - -- -- 

- 



adj~rigr?ant~ dans la mewre du passibl~, des infor-mtions slrr 1'tXolcqie 
--I.I ---- - - --- --- -- ---- 

d* espxes d k r l t e s  a f m  de p w o i r  ut i l i ser  ces rkuftatc, A des fins de 

. ccr~ser~aticn, d ' Mucaticn et de sensibilisaticn. 
4 I 

\ *  *. 



- Mise e-I place  d e  rlmrveau:.: Sec tec~rs  Fot-=tiers : 
I- -- *., t a . 1  r 

Fctr---tier a Tcl,i;:cir~bGro (5 3) . 
SEC twr 

For-=tier d ' knpasy (SF 4) . 
(G-trte 2) 

- i - ~ s t r i r ~  ~ ' L u - I  gite d'C?-are ccrr~ptmt  LM d u r h i r  rcw 
- ? i 12 ~t'r~x-lns et cuw rs~l  le de r - k m i m  / ~ t ? : ~ ~ i t i c n  $. htwti f c ~ t i y  
( w h t -  chcipitre 4.3.). 

- 
- - - -.- - - - - - -- - - -- - --- - - .. - --- 

4.1.2. t%t&t-iel : k - c u r  t r a v a i l  ler d a l e  de k n n t i  c m d i t i m s 9  les 
c g w k  UI cl-large de la ~ c ~ r r e ~ l l a n c e  de la r&set~e d e v r a i m t  ett-e dot& d e  
r;c tWiel. 

- L o c ~ r a t i o r ,  : le Chef d e  Pi-ste et  l= Chefs Sectars 

- Mat&riel de t e r r a i n  : tartes 1 s  perscnnes t r a v a i l l m t  
dans l a  r k r v e  devra iwrt  g t r e  dot& d 'un u n i f o r m ,  du rr&t&riel nkec ,sa i re  
A 1 'itablis=mrr*mt d e  camps ur d e  b iva racs  dans l a  ri%erve. 'de t r u t i r i e l  

- 

- de  F'=te, .air& qcte du p e t i t  matdr ie l  d e  bureau. , 
I '  I , , - Materiel de c c a t -  : : 1 I Forest ier-  

I /  d ' k ~ t a n i f o t s y  devrai ' t  , etre &quip& d 'une  r t ~ i o  * K U  l u i  p e r m t t a ? t  de 
c m m a i q u e r  r t A ~ u l i 4 r m t  :avec la Dirtxtim des Eauz: et F o e t s  A 

I 6 n t a w t s r i v o .  nkre 1 ' aspect  ' =onservaticm ,': ce& liaism r a d i o  pe rmet t r a i t  
7 d e  ge re r  de fagm crptimale 1 'occupation d e  1 ' i n f r a s t n . ~ c t ~ ~ r e  t a t r i s t i q u e  en - ,  
- -- l-ccmtml.m-t --- _ _ _ _ ^ I  ___I_.___ I--- 

epris ]Laac%pi t Z l F C l r r s  r p r v a t i m s  e w r e i e n  t se f a i r e .  - 

E l l e  c u l s t i t u d \ a i t  aesi w f a c t m r  s k u r i L ~ t  parr les v i s f t e u r s .  
) 2 f  ' I., I 



] 1 1  wr- 78 k v - n =  q ~ ! i  cr~t s t 4  fii5.e a-I 
i t -  2 ) .  F ' l ~ ~ ~ i e u t - e -  d ' w t r - e  ell- ont &t& 
n u-~ t  &t& d&qag*=. 

en place. 

4.1 . . !$...cll-t:?~ i k  p~'~ltf~:f  3 10-t p&r ip!-ri!!'ic/'.l? : CCbifle A ~ L Y C ~  d%.: 1s 
1: I - .  t r 2. 1 .7.  , cet-' a.i ns cti.1 t w r  s Jc 13 r.2-~er-ve sc:rtt J e.1-5 au:: f e-1~: d-z. 
I I - .  i I '*XI*.~F?.I~. d ~ n -  A c . ~  ~ ' ~ l d t - ~ i t ~  p a - t i c l  l j&-mmi t  s a - ~ ~ i t i ~  d~ 

, L r f l k ?  t i m  ~ i j l ~ c ~ e  =it& dmc 1e  c h q i  "i-c- I.=!: 1 r e MI p l x ~  d p i - I  d ' in"- 
4.1 .:. ~ c f i n  d ' ; iwr1-~1-  I ~Cl~Xrl2ti~r:  du ~ t a t u t  l cua l  de ce 5-tw11- st 
I I l t  I place dc- c c c t p ~ s - i ~ ~ ; :  mtr -e tm~l~ pet- 12 ~mp212'~ltrt-1 
. ri,s t-1 a1 11f !er 1 (L. bt I?! 1s pr-&xce et ccr~t*-dl& dcs  P~~~Y+:;SE E ~ ~ C I S  P 15 
pA-* I !.h '.sr-~+i (AP 1 a t" ~?SEYV ~ 2 .  f 

4 .I.. 5 .  For cr~t t l .cr l  : i. 1 ~ist prirrat-dial d ' &gsger une  artim --I 

f+.:.c~r de la  f o r r i ~ l t i m  ~ E S  agwts  d ~ 5  EW WI p l ace  et cfe CKC: h mtl-i-e a-I 
1 : .  -- -- Get te for-11,-1 irn d o l t  etre ~r-iql!tLz. VETS l a  g - % t l ~  d ~ - _ p r - c _ ~ i _ _ e t ~ $ - ? ~ - .  _ - 
r & ~ - 5 r - ,  tzs & ~>it- I' ~ t i  1 ;s,d%m dur&le  des, t-escurces n a b w e l  1 ~ s .  fi terri~,, 
r %ti... t'ait-e la dh~dlde  d e  d&velo;zpment tcxrt-istiq~te, i l  ccnv imdra  
k .+ l~ i#~!  t de for -mr  des guides  r e r u t & .  p r m i  l a  p p t l a t i o n  lccal  e af  i n  
d ' r t  a t :  v i c i t i x ~ r - s  clne s t r u c t c ~ r e  d 'a l c a d r m ~ ~ t  p lus  ccmp1Pte. CE 

- +.L. &V~JOPWIL -- rLlretl - 
v . , 
L .  

c t b r e  durable ,  l a  cmservatim d o i t  9tre 
ppment  r u r a l .  La proposi t ion  de s o l u t i m s  

a1  terr~a 'cives a~rw tec t -n iq~tes  a g r i c o l e s  ar pastorales d e s t n i c t r i c e s  d o i t  
i ca-~~?, i t~. te ,~ le premier o b j e t i  f , % i v i  par  1 ' d l  i o r a t i o n  des; txlmiqt.tes 

cul t u r a l e s ,  d ~ t  s y s t P n  d '  i r r i g a t i o n ,  d e  1 ' u k i l  isatim d e s  terres, d= - 
~urmces ~ 1 t i 1 i s . d ~  et la d i v e r s i f i c a t i o n  d e s  c u l t u r e s  a t r  'la 
pr-tance d e s  marcMs. 

-- -- -- - ~ ~ ~ ~ ~ - i ~ s - - ~ ( i l 7 a r d - e t ~ - d ~ - l ~ ~ ~ ~ ~ ~ t ~ d e ~ l ~ ~ ; ~ i ~ 1 - 5 3 i ~ ~ . ~ i  ttdiSeGZiKt~15iini 

et  d ' w ~  im&artmt r&eau hydrcqraphique q u i  p u r r a i e n t  etre m i s  A p r o f i t ,  
k p m d a n t ,  les c c n t r a i n t e s  m j e u r e s  sent la m a t t r i s e  des t e c t r r i q u ~  

_____ ____________________ __ -- _- - -- 
I i 



agr ica l=  w, per- t icul ier  cell=, cu-tcet-nwt l a  p r - & p r a t i m  d ~ c ,  t e r r s  de  
cul t c c r ~ s  et- 1 s  te:t-rtiqu~ d e  captage de  1 'eau. 

4.2.1. K-vrloppxertt  a g r i c o l e  : 

- &lint -a t im des c i r c u i t s  de d i s t r ibc t t i cn  A t r ave rc  l a  
r & h a b i l i t a t i o n  du r h a u  de p i s t e s  char*reti&res existant au nard, A 

. Fhtan i fo t sy  - knbalavao, S, km avec 10 pa?ts et 2 g u k  A 
rttwhi 1 i f - 

- - - . Prrtanifotsy - Mahasoa, 3 km avec 2 pcnts. .A recortstnrire. . - .  . - krtanifotsy - knba~amanandra~ ,  5 I,im avec 1 pmt de 12 m A 
r ~ c n s t n t i r e .  . Prctmbohobe - Ivahibe, 28 km avec 2 pants 'a r e z m s t n ~ i r e .  

1 
3 ,  

- d k u t r a g m m t  de la r i r i r u l t ~ ~ r e \ p l u v i a l e  atl p r o f i t  de la 
r i z i c u l t u r e  i r r i g u k  par  la m i s e  en v a l a ~ r -  de 9s-fmds dans la parlie est 

. _ d ~ ~ l ~ r k e ) r r \ / e  - ';_I;_______-- 
- 1; ' < -. - 

I Y\ I >  -. I - ''4 4.2.1.2. at 1 tws mri\~ch&resj. - :- -ces _ prcduc tims -, *i-v r-idrs---------- _ ._________.__ _-__ _. 
fir I\ d o l v m t  titre ' et 

' A '  
.? 

>I  



4.2.1.7. kt-tcriccrlt~rr-E. f r u i t i & r e  : c e l l - i  e x i s t e  d L ~ a ,  
mais  est tr& t d&.e lap~&.  & p ~ , d a n t  l a  d m a r ~ d e  v l l l a ~ r ~ i c e  EC-t 
irnpxtante .  Ccwrl~te twlu des c c n t t - a n t e s  c 1 irrdtiquS, WI ~ert w1vlEagEr de 
d&,elappt- la cultl-rre de pEcters, d s  pzmniers, des p i r l e r s ?  d;j;. 
orm+r-c ~t ~ E S  b~nmiers q u i  est d&jA p r a t i q u k  ~t Jc-c, a c c a t i e r s .  



- " -Lm-a1 i c 3 t l c r 1  et ~ I E I  de la ~ ~ 1 r - f  ace dvi  c%-tmrc de 
9 

.icr?i. r ~ + ~ i - w - ~ ' l l ~  zl. t r . t k  H.I clsta~..~ d e  la rtLk@.*e. 
-1dmtrtticat.ic.n dec, prcdcri tz f orestlet-r Fccw l ~ s q ~ t a  1s i l  

r~Le>, i s k  - p35 .de EJAEA.~ t.~.~t cix~s- 1 es pwc:el-l es - d~ ~ r e k e i = ~ m w i  t-C- - 
" _ _ +  _ _ - -  * - . .  - 

- 
- , 

- E ? t i c ~ l  ccr~joint.e et C t r o i t ~  d e  l a  forcftt n a t u r e l l e  mtt-e 
- I , I  1es 5 i z r ~ i c ~ ? = ,  d ~ c  ESLL.: et Facts et 1- ~ol: :mt 'an~ ccsrscernik. 

! 
" 0 

\ t i  -Valorisat.im optimale dt- parcel  1 s  de relmisxmt purr 
limiter la prtz.iui a r r -  l a  f a r & t  natr.~relle.  , ,. - , 

-EVE( 1 u a t . i ~  d e  1 ' & v o l u t i m  d e s  -oins. en p r r d u i t s  

& .':for =tiers pxr l a  p lan i f  i c a t * ~  des a c t - i z s - d e - r z e b c i ~ m f .  -- 
I__rl_ -___---- 

-@ve 1 o p p - m  t des t ~ t n i q u w  d ' a p i c u l t u r e  nm 
des tn rc  trices. 

I '  i l t i l isat icn apt imale  d parcelles d e  r e t # i . m t  : dec, 
p a r c e l l e s  de r e h i s w e n t  ;e:.:istwrt d ' o r e s  et dPiA A 1a e r i  phori P rim 1 a 

rkerve, en par ' t i cu l i e r  le l m g  d e s  l i m i t e r ,  n w d ,  alest et wd. El les cnt 
- - -  

pxtr o r i g i n e  une a c t i t n  du Serv ice  d e s  Eauz: et Forfits, , des Fcnkcntany mi 
d ' ~ n  p r t i c u l i e r .  Le -in en bois d ' h e r g i e  et d e  cortstn~tian est u r e  

6 
n k e s n i t e  q u i  parsse s a r v m t  les v i l  l a g s i s  d e s  zmes p&riphPriques d e  la 
r-rve A m f r e i n d r e  ';a loi w, pivCtrant  A l ' , int&riectr  d e  l 'aire p r o t w k .  

= C ' e s t  pour limiter ces actians q u ' i l  c o n v i m t  d e  g&rer l ' u t i l i s a t i o n  d u  :, 
- prcel  les de r e b o i ~ s m m t .  - - ,- 
- 
! __ l_-l____l_____ _- -- , . d ' b r r g i e  : les-kain~555menhois5d~~er~ie-u!~-&.t&---~ 
- f & ~ a l ~ k  ' acl c u r s  d e  1 ' e tude  pr&l imjnai re  parr 1 ' m = e n b l e  d&' la wp\latim 

' sihk & la wr,ip&rie &rd et alwt de la m1I 5. Les c h i f f r e s  s c d v m t s  - 1 
- 1 t-scartmt d e  cette Btude : !.,' __  _ _  ______ _- _ _- _____ ___-______ ________-_ I _ --- - -  --- \ 



Q 
- E r  ~ c a ~ r a g ~ i r i m t  A rrettre rn place dc-s p5piniPt-es ~ W I S  t m s  1 e 5  

FPC: :~ I~ZU~V si,tu& A la p&rip&rie de 12, rkE're qcti serv i rs iw~t  de re la is  - - - , - - - - - - . - - - - - - * - - . . - - - ,  -- - - - - .  
-" - witre le5 ptlpini&res t&ains, d e s  ~ectw:rs Forestiars et 1- particcr1ie:-s. 

I1 s'agit des F~I:mtany de Elmoly est et bkvnaly atest paw l e  nord, 
Morat.iWlo e t  Pntananarivol;ely par l o a l e s t ,  k~tanbohobe e t  Iatcrlgo p t r  l e  

- 
I scrd et knpasy A l'est. i .  

-- 



n?f 5 C! t k - * d r m x  t:-a p v - & - ~ e *  te cis L a 1 e-~r $ii SS-2%-i 2 
1 4  

- 4 2 ;  > ~ ~ * , r " t ? i * h p  ~ { I L  1 ~ 1  C C C + ~ & S C U W  LTI,XYSWJCP + y = t * t c ~ ~ t ~ l ; ' : ~  IP+<&~L&!G. !A 

i - ~4 t p t 1 ~ ; ~  c! x :'r:f L ~ J  t&, t m r . i ~ b q . e s  p u t  d&btt>.= f b i l ~ l ~  1- ~i L A + . ~ ~ s L S  ' I  

j,.--5 L y.05 & . -  it& :% &rote:r 1~ I:>= 15 y&i*rus & p?~' ":t' / / - 
d:.. t-~7.:~.t  at T ~ ~ X E - X - I  S C ~  ;et-trt.e rcxle X sc:ez.* d CB~ E,?.*,L* qs--w-s+~f-*- fe 

1 

t'ft.C.+,c5. C;lrr e.:]s. 5 1  k--t ~ ; ~ ? I , ~ Y * . . ' c ; , * ~  me c1 p:-l;l=~~~+.:.:---; ".'_is<% f & ~ t _ ~ :  :' 
F .  d-,r+. I--; -qz t i \% . tF+~  ,:i+f.vrlrpp5+sI tradsr~ i c - s  <+yt:1;3rls ],c+, 
c - 2 "  .;A ; u. r , " b - % +edfc , J 5:. ." 9.i y : i 

- F:?.~.!wtarenC de wid@+ ~t der prteurs - Ftxr-tl-t de g s r d c ~  pc%r asssw-w 1 G F C F ~ ~ ~ W I ?  ",- 

. ~ 5 ~ + ' . * 2 *  5 .  - fwm-el  e,~+ploy& p z w  1 'wz%irtaca l.x;la.ritiqus att g i t ~  -. - - 
-* - - -- -- - 

=I" 7P _ ---. - "-- _ .-_. b , -^-. < ._. _ _. . . -t3 - *  -. 

c k. p l ~ i ~ - +  le ~Wwelqpmmt dw ta~~rcim await p x w  r&a+ltst de rmfsrcer 
1 kt.w~t.& fu"m&%&rtn en charper da! lat  gemtion ba em activitrOa? d ' a t t i m  
1 'attmtiim 3a C O ~ M I L ~ C S ~ A ~ ~  iht:w"n&iQMX@? mr 14 twriwm aces rm%mti?rs! 
et Be? ~ - ~ ~ t e r  pr ~ p m $  a Phchgwcar, 

i . -. . .- - ,  --.- -- .- - " U  "- ----. "- "." -- """ " . A > .  - .--+ -.-.-"*.-.-A -... "" "L ,*"..-a. -.----- ""...".wvv-.- +. " . ----" "**- 

4.J.t. ~~t l&gtrlaXif t Is statut d~ttzL\8tf ip' f*m t h h a r ~ b f  ll~. '* 

fnttkqrala irstanjit tcmtca ~ t r e r t i r n  ds pshlic fa wmp cr]l?bid&de* 11 . v% 

cmvimt krwr d m  bn pnmicw, tw tto! Vir#"csf- Irr m t r a t u t  elah R.lX m 
( ~ ~ l h * i  rb h v r  NP4itnrl ? t i  a l w i c c r  t r  rdmAkr**im rir*. lrar w Q * C S r v + ,  h w w  

. - -- - 
X.M M ~ & ~ . t i t ~ ~ + t  t f ~ 6 * z ~ e  RII; mn wtrtvi+ ia.o:~3 z+-...&deca *--- 3wm--z *- -- - -- 

b 

p@ La prtirp rxz t rs rc ,~ f r~~  det la rdmmw sib* ALI w d  rJe tat Wf gMi  ~cw+pwtd 
l 

ap??. pi.r WW ro t  la Ptc t L  wt cewU~rt  quW re nsl ittmqawer pm - 

d'attsrgr lfintCrr[pt Ek# r*-mI La r#bSfimit&Larc mt rwxrt@e sur i e  
CA1Ct.9 2 r  
& =!to"+, la p r c ~ p t S 0 7 -  qd-"rw dn&t vi+,t@ dilrflar: ~9- &m%i?& p%v 
ca tv r i r  fm CraSa ~ 4 ~ ~ ~ s t s  et u~MIi,ou#. . , jhfrdt@%n,(6:tur*PCIf ?he& mf(rS% 

--. . -.--- . _ .__ --4g,a!bm% _--$aw . b ikx t ! t !amw~-  h - rA!am&m--.= mQfw-B_dae. "-.._- -. ..- 
. - prlo~=t~m. t*lui-cl d.vr*Lt M h  m Y m t  *4~x .*kll.r O..vr lrc~,  . 
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AGENCY FOR INTERPdAYtONAL O E V E L O P M E ~ T  
- 

w ~ s w l h C T O h  D C  2 0 5 ;  3 - 

- = 

I n  response t o  the debt c r i s i s  fac ing  many developing countries,  
t h e  U . S .  figency f o r  International Development CA.I,B.) i s  

- i n i t i a t i n g  a new Debt for Deuelopment mechanism t o  finance 
development ass i s tance  actiwitfes o f  nan-gouernmental 
organizations. Through t h i s  new f n i t i s t i u e ,  8.1-D. will support 

- r e r t ~ f n  programs o f  nongouernmental org&nizatlons I n  deoeloping 
countries through debt exchange transactions t h a t  w i l l  both reduce 
t h e  host  countries'  debt burdens and obtain a faworable rate of  
exchange far  fore ign ass is tance  funds prouided t o  such 
organizations.  

- * 

I. INTROOUCTION TQ THE A.I.D. I N I T I ~ T I U E  



Resources received through Debt for Deuelopmenk transactions will 
be used for fi.1.D.-financed projects of non-gouernmental 
organizations, such as private voluntary organizations (PVOs) and 
cooperatives. These organizations will play a central role in the 
Debt for Development Initiative by servinq as intermediaries 
between 6.1.0. and t h e  current owners ("holders") o f  developing 
country debt, as well as between A.I.D. and the debtor countries, 
f o r  the purpose o f  acquiring and retiring debt. Intermediary 
organizations will t h e n  be responsible f o r  managing the use of 
resources acquired through t h e  debt exchange f o r  development 
activities approued by A,I.D. 

B. Backqround on the International Debt Market 



Developing coun t r i e s  a lso benef i t  from debt  exchange t r a n s a c t i o n s .  
because t hese  coun t r i e s  retire a c e r t a i n  amount of fo re ign  d e b t  

- w h i l e  ga in ing  new p a r t i c i p a n t s  i n  t h e i r  economies ( f o r  example, 
new i n v e s t o r s  i n  p r i u a t e  e n t e r p r i s e s ) .  Debtor na t ions  genera l ly  
cannot take advantage of t h e  discount  sa l e  p r i c e  of t h e i r  debt  b y  
purchasing t h e i r  own loans  d i r e c t l y ,  because t h e  terms o f  most 
loan  agreements bar such purchase .  Therefore,  most debt  exchange 
t r a n s a c t i o n s  require purchase o f  the loan a s s e t  b y  a t h i r d  par ty  
se rv ing  as Intermediary between t h e  lender  and t h e  borrowing 
country.  

- 

C.  P a ~ t i c i p a t i o n  b y  n . X . 0 .  i n  the bebt Exchanqe Market 

The new i n t e r n a t i o n a l  d e b t  market p r e s e n t s  A.I*O. w i t h  a n  
o p p o r t u n i t y  t o  achieve s e v e r a l  ob jec t iues .  c o n s i s t e n t  w i t h  t h e  
purposes o f  t h e  U.S. f o r e i g n  a s s i s t a n c e  program. Through t h e  new 
Debt  f o r  Development f n i t i a t i u e ,  A . Z . D .  w i l l  p a r t i c i p a t e  i n  t h i s  
market by using f o r e i g n  a s s i s t a n c e  funds t o  finance the purchase 
o f  loans owed by doueloplng coun t r i e s  t o  fo re ign  c r e d i t o r s .  
Instead o f  c o l l e c t i n g  such loans ,  A.I.6. will proufdt  f o r  t h e l r  
retfrement i n  exchange f o r  l o c a l  a s s e t s  needed f o r  f o r e i g n  
8 s s i r t a n c e  activities o f  nonqovernmental o rgan iza t ions  I n  d e b t o r  



- 
I 

Each a c t i v i t y  o f  a n o c q w e r n m e n t a l  o r g a n i z a t i o n  financed t h r o u g h  a 
Deb t  f o r  Development  t r a n s a c t i o n  m u s t  be approved b y  R . 1 . D .  i n  
a c c o r d a n c e  w i t h  s t a n d a r d  (igency rules and  p r o c e d u r e s  a p p l i c a b l e  t o  

- f u n d i n g  of nongove rnmen ta l  o r g a n i z a t i o n  a c t i v i t i e s .  Both  new and 
- o n g o i n g  a c t i v i t i e s  o f  nongove rnmen ta l  o r g a n i z a t i o n s  w i l l  be 

eligible f o r  f i n a n c i n g .  e i t h e r  i n  w h o l e  o r  i n  p a r t ,  t h r o u g h  A . 1 . D .  
O e b t  f o r  DeueIopment t r a n s a c t i o n s .  

0 .  I l f u s t r a t i v e  T r a n s a c t i o n  
.= 

= Each Debt for Development  t r a n s a c t i o n  will be a c c o m p l i s h e d  t h r o u g h  
a series of a g r e e m e n t s  a n d  t r a n s a c t i o n s  i n u o l u i n g  t h e  d e b t o r  
c o u n t r y ,  t h e  debtholder ,  A . I . D . ,  and a n  i n t e r m e d i a r y  
o r g a n i z a t i o n .  The A.1.D. Debt f o r  Oeuefopment G u i d e l i n e s ,  w h i c h  
f o l l o w  i n  Para 11, w i l l  g o v e r n  these t r a n s a c t i o n s .  , t h e  f o l l o w i n g  
h y p o t h e t i c a l  t r a n s a c t i o n  shows i n  a b b r e v i a t e d  f o r m  t h e  s t e p s  
needed  t o  c s m p l e t e  a t y p i c a l  Debt f o r  Development  e x c h a n g e .  

E x a w l e :  A p r i v a t e  u o l u n t a r y  o r g a n i z a t i o n  d e d i c a t e d  t o  
p r e s e r v a t i o n  of e n d a n g e r e d  s p e c i e s  ( i n  t h i s  h y p o t h e t i c a l  example,  
t h e  o r g a n i z a t i o n  w i l l  be c a l l ed  * P r e s s r u a t i o n  I n t e r n a t i o n a l " )  has 
r e c e i v e d  a commitment by A . Z . D . .  or  i s  p r e p a r f n g  to submit a 
proposal  t o  4 !+ f+J . ,  t o  f u n d  a p r o j e c t  t o  p r s s a r u a  a species o f  
wikdfcwl i n  t h e  P h i l i p p f n e s .  Thfs  p ro j ec t  will r e q u f r e  a sum o f  
l o c a l  c u r r e n c i e s  t o  f i n a n c e  a wildfowl pmtection @Jan, &s well as 
a commitment by the Government  of the  P h i l i p p i n e s  t o  t a t  a s i d e  a 
s i g n i f i c a n t  acreage of publ fc  >and at  wildfowl re fuge*  

Preswuation S n t s r n a t i a n a l  d e t e r m i n e s  t h a t  the Government  o f  - A the _ _  

---------- 
P h i l i p p i r l e s  wet a rsrbztan_tia'f qurntitg  o f .  dahLta:farcijin . . - ,  - . 
~ i & P f i 5 F Y  {SiiEh- i o  bannktc), and that  certa in  credi tors  er r ,  selling 
t h e i r  PhllSppine Government debt at r sub$tant ir l  d5tcaunta 

- P r e s s r w a t i o n  X n t s r n a t i o n a l  contacts A.I.R./Wuthington o r  the 
R A I * P *  HIstion in M a n i h  to determine whether the rcquirition ef  

- P h i l i p p i n e  Gavarnment debt @t-prrt of  a d e b t  anrhrnqa t o  finance a 
~ k l f w l  preseruatfon project i n  the Ph;ilippinos m u f d  be -u-.-.---...*--I: 

-,.-*---a+a ---.-..--.-.+-. ~ i b ; C ~ - * * - * % - T I T F t " ~ ~ - ' 5 - ~ 0 ~ i c ~ i , ~ C y - ~ n d  A .  I D r 

prefect prSor%tiet  $n th8'PhiZSppiner. 
I 

X . X r&spondr fauorably t o  P k w w t i o n  Intwrmt3orc.P~ 
rrri.&n.- - --  - . ' i . .  ,,. # ,  . ~ r r r r r ~ a b a Y Y C  Ur r m  (rr 8narat3on p ~ r b r p t  in 
c d l 8  bora k& _ J &  . - ~ ~ ~ P 1 8 & * ~ Q Q e ~ ~ C 8 ~ & - G - & ~ b - I l i - d % H # t  

--- rrT;j~tfi~ta-~FeLrntrt~uclt af *It@ Cauerrwnant of the Ohif *~p ines ,  ms t 
ltkaZ$ Sncludtn r8p twant r t i ve t  ef  tho CmtrrZ Bank. Thaw f d i e t u r t ~ o n t  rnp e r r  the Snterwt  e f  ths Phil ippine Couernmnt i n  
auppottfng r dldfotrlf p r 8 t e r v r t i ~ n  p r o j 8 t t  f Anarrcrd thrsugh -the 
pr'ocrrdr a f  r O a b t f o ~  brrurrlop~nent t r rnsret ion f inrncrd by A,L% 
Prstrrtrrrkftifi I irtwrnation~]t wa&h+s &n agrerlarrnt in principle  wdth 
the G ~ u r r n m t t t  on t h e  htit terms of "c D+bt f o r  Dwalopm#n.t_ _-.---~.--,_--.-~_,..--,- 

.___ __ _._-_ >--. i---- - -- -- .--*.I- ",. -,.,----I--.-- --I -" -*-- ". - .. -.--.------ --..- --- ,-. -..---.---------7 -,--- ,.--------- -- " ---- 
* <  . , , c .  . ," \ .  

2 ,  
. >  - 

_- _-- --. _ -- -7--- .- - -- --- -- ----" "' --- 



a agreement e s t a b l i s h i n g  t h e  t e r m s ,  mechanism,  and  s c h e d u l e  for  
r e t i r e m e n t  of P h i l i p p i n e  Government d e b t  i n  exchange  f o r  l o c a l  
currency and Cowerncrst corrrmitnents t o  e s t a b l i s h  a w i l d f o w l  - refuge. P r e s e r v a t i o n  I n t e r n a t i o n a l  a l s o  c o n f i r m s  t h e  a v a i l a b i l i t y  
of P h i l i p p i n e  d e b t  f o r  sale on  t h e  s e c o n d a r y  commerc ia l  market and 
t h e  c u r r e n t  p r i c e  of s u c h  debt .  

- P r e s e r v a t i o n  I n t e r n a t i o n a l  t h e n  p r e p a r e s  a p r o p o s a l  f o r  A.I.D. 
d e s t r i b i n g ,  among o t h e r  t h i n g s ,  t h e  w i l d l i f e  p r e s e r u a t i o n  
objccr ive  of t h e  p r o j e c t ,  the a n t i c i p a t e d  r o l e  o f  P h i l i p p i n e  d e b t  
i n  f i n a n c i n g  t h e  p r o j e c t ,  t h e  a v a i l a b i l i t y  of s u c h  debt f o r  
p u r c h a s e ,  t b e  p r o p o s e d  use of a b r o k e r  o r  o t h e r  means t o  acquire 

- a n d  p r o c e s s  t h e  debt c e r t i f i c a t e s ,  t h e  w i l l i n g n e s s  of t h e  
- Government o f  the P h i l i p p i n e s  t o  p r o v i d e  l o c a l  c u r r e n c y  a n d  

w i l d f o w l  r e f u g e  commitments i n  exchange  f o r  r e t i r e m e n t  o f  d e b t ,  
a n d  a pnan f o r  use of l o c a l  c u r r e n c y  t o  meet p r o j e c t  o b j e c t i u e s .  

- 

I f  R . X . D .  a g r e e s  t2 f i n a n c e  t h e  p r o j e c t ,  i t  e n t e r s  i n t o  a n  
a g r e e m e n t  w i t h  P r c s e r u a t i o n  I n t e r n a t i o n a l  s e t t i n g  f o r t h  t h e  b a s i c  
t e r m s  a n d  p r o c i d u r e s  of t h e  Deb t  f o r  Dewelopment t r a n e a c t f o n ,  ins 
w e l l  as other  3 s s u e s  n o r m a l l y  a d d r e s s e d  I n  a p r o j e c t  a g r e e m e n t .  
W i t h  t h e  f i n a n c i n g  f o r  t h e  t r a n s a c t i o n  a s s u r e d ,  P r e s e r v a t i o n  
I n t e r n a t i o n e l  e n t e r s  i n t o  a f o r m a l  a g r e e m e n t  w i t h  t h e  C o w e r n m ~ n t  
o f  t h e  P h i l i p p i n e s  s e t t i n g  t h e  terms f o r  the e v e n t u a l  debt 
e x c h a n g e .  
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11, 6 I . I . D .  DEBT FOR DEVELOPRENT GUIDELINES 

- 

A.I.D. has prepared the following Debt for Oevelopment Gufdelines 
to gcuern administration of the i4gencysr Debt f o r  Development 
Initiative. These Guidelines describe t h e  role o f  intermediary 
organizations in the I n i t i a t i u e ,  the types o f  R . 1 . 0 .  grants that 

- will be available, and the  various administrative and contractual 
- procedures required in order to e f f e c t  a Debt for Qeuelopment 
- transaction. A . I . D .  expects to modify these Guidelines as i t  
- gains exper ience with t h e  Oebt f o r  Oevelopment I n i t i a t i u e .  
- 

- 
8 .  Introduction 

1. Scone and Rpp3icability: The f o l l w i n g  Debt for 
Deuelopment Guidelines govern the  programming of funds made 
available to the Rgency f o r  I n t t r n a t f o n a l  Deuelopmont ( f i . 1 . D . )  

- under the Economfc Support Fund (EST) an8 Deuelopment Assistance 
(DQ)  accounts (including the  Development Fund for R f r i r a ) ,  to the 
e x t e n t  such funds a r e  used to finance tha  purchase o f  debt owed by 
developing countries to p a r t i e s  other than t h e  United States 
Cowstnment. A l l  such debt atquired with h , X + D .  f inanc ing  will bc 
exchanged for local currencies or other assets  (such es l o c a l  
currcncles or host country deuelopmsnt efforts) needed to achieuc 
one o r  mare objectives o f  tho €SF w- OU prsgtam. 



- 
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- 

B. O b j e c t i v e  
- 

The o b j e c t i v e  of t h e  R . 1 . D .  Oebt for Development I n i t i a t i v e  is to 
f inance f o r e i g n  a s s i s t a n c e  a c t i v i t i e s  of nongovernmental 
o rgan iza t ions  (such 6 5  voluntary agencies  and cooperatiues) 
through deb t  t r a n s a c t i o n s  t h a t  w i l l :  

- 

I 

- -- (1) a s s i s t  i n  reducing the f o r e i g n  debt  burdens of 
developing countries t h a t  r e c e i v e  U . S .  fo re ign  a s s i s t a n c e .  
c o n s i s t e n t . w i t h  t h e  genera l  economic development purposes OF t h e  - U . S .  fo re ign  a s s i s t a n c e  program; and 

- -- ( 1 )  o b t a i n  8 favorable  r a t e  o f  exchange f o r  U . S .  - 

foreign a s s f s t a n t e  dolPa+s t h a t  a r e  converted f n t o  l o c a l  
cu r renc ies  o r  exchanged f o r  other a s s e t s  needed f o r  foreign 
a s s i s t a n c e  programs. 

- 
C .  General Statement of P o l i c y  

To a c h i e v e  t h e  o b j e c t i v e s  s t a t e d  aboue and c o n s i s t e n t  w i t h  A . f . 0 ,  
- 

r u l e s  and r e g u l a t i o n s  (including the  present  Guidelines), A.I.D. 
i n v i t e s  non-governmental o rgan iza t ions ,  such as p r i v a t e  voluntary 
o r g a n i z a t i o n s  CPUOr) and cooperat iues  (which these  Guidelines 
refer t a  as Debt f o r  Osvelopmont "intermediary o rgan iza t ionsn  or  
"int~sm~diarissH>, 40 deuclop proposals f o r  q r a n t s  and eooperat iue 
agreements w i t h  h . f . 0 .  t o  fmplement t h e  &.I+D. Debt f o r  
Dove3cbpment Xni t i a t iue .  



- - 0, Debt f o r  Development Procedures 

- 1. Role of Intermediarv Orqanizat ions:  f i . Z . 0 ,  w i l l  
n o t  d i r e c t l y  acqu i re  debt of a developing country f o r  use i n  a  
Debt f o r  ~ e u e l o ~ n e n t  exchange. instead.-b.1 .D. k i l l  provide 

- fo re ign  a s s i s t a n c e  g r a n t  funds t o  f inance  the a c q u i s i t i o n  of such 
debt  by intermediary organiza t ions .  In consu l t a t ion  w i t h  ( I . I . D .  
~ i s s i o n s ,  in t e rmedia r i e s  w i l l  nego t i a t e  wi th  t h e  debtor  country 
t h e  terms of t h e  subsequent d e b t  r e t i r ement .  In termediar ies  w i l l  - 

a l s o  arrange f o r  t h e  purchase of debt and w i l l  assume primary 
r e s p o n s i b i l i t y  f o r  managing t h e  use of a s s e t s  generated b y  the  
deb t  r e t i r ement .  Intermediary o rgan iza t ions ,  t h e r e f o r e ,  w i l l  play 

- a  c e n t r a l  and c r i t i c a l  r o l e  i n  t h e  h . 1 . D .  Debt f o r  Development 
I n i t i a t i v e .  - 

2 .  Types  of A . I . D .  Awards: To a s s i s t  t h e  p a r t i c i p a t i o n  
of intermediary o rgan iza t ions  i n  Debt f o r  Development 
t r a n s a c t i o n s ,  R . 1 . D .  i n t ends  t o  make f o r e i g n  a s s i s t a n c e  funds 
a u a i l a b l e  t o  support  b o t h  ( a )  t h e  p repara t ion  of Debt f o r  
Development proposals  by i n t e rmedia r i e s ,  and (b) t h e  a c q u i s i t i o n  
nnd re t i r ement  of t h e  debt  i t s e l f  once an in te rmedia ry ' s  proposal 
f o r  s Debt f o r  Development program has  been approved by A . I . D .  
A . I , D ,  expects  t o  a l l o c a t e  a l a r g e r  sha re  of fo re ign  a s s i s t a n c e  
resources  t o  acqu i re  t h e  debt  than t,o a s s i s t  prepara t ion  of Debt 
f o r  Oevelopment proposa ls .  



- 
- f i p ~ l i c a t i o n s  f o r  f i n a n c i n g  t o  s u p p o r t  p re -award  O e b t  f o r  

D e v e l o p m e n t  a c t i u i t i e s  should a d d r e s s  t h e  f o l l o u i n g  i s s u e s :  
C l )  t h e  n a t u r e  o f  t h e  d e v e l o p m e n t  a s t i v l t y  o r  o n g o i n g  p r o j e c t  t o  
be f i n a n c e d  w i t h  a s se t s  a c q u i r e d  t h r o u g h  t h e  D e b t  f o r  DevePapment  
t r a n s a c t i o n ;  (2) t h e  i n f o r m a t i o n  n e e d e d  a n d  s t e p s  p r o p o s e d  t o  be 
u n d e r t a k e n  t o  d e u e l o p  a f i n a l  p r o p o s a l  a n d  t o  r e a c h  a g r e e m e n t  w i t h  
t h e  d e b t o r  c o u n t r y  o n  t h e  u s e  of assets g e n e r a t e d  t h r o u g h  t h e  d e b t  
t r a n s a c t i o n ;  (3) t h e  o p p o r t u n i t 5 e s  f o r  p u r c h a s e  a n d  t h e  c u r r e n t  
market p r i c e  ( t o  t h e  e x t e n t  s u c h  i n f o r m a t i o n  i s  r e a d i l y  a v a i l a b l e )  
of t h e  c o u n t r y  d e b t  t o  b e  a c q u i r e d  w i t h  R.X.D.  f i n a n c i n g ;  
( 4 )  t h e  a n t i c i p a t e d  a d v a n t a g e s  of a c q u i r i n g  local d e v e l o p m e n t  
a s s e t s  by means  o f  d e b t  e x c h a n g e  r a t h e r  t h a n  t h r o u g h  d i r e c t  
p u r c h a s e  w l t h  d o l l a r s ;  a n d  (5)  the p r o j e c t e d  a 1 2 o c a t i o n  o f  c o s t s  

- - and e x p e n d i t u r e  o f  time n e e d e d  t e  d e v e l o p  a f i n a l  p v o p o s a l .  

b ,  Awards t o  f i n a n c e  O e b t  f o r  Deve lopment  
t r a n s a c t i o n s :  R . I . D .  w i l l  a l s o  make r e s o u r c e s  a u a i l a b l e  t o  
f i n a n c e  Debt f o r  D e v e l o p m e n t  t r a n s a c t i o n s  by i n t e r m e d i a r i e s .  
The f o l l o w i n g  p r o u i s i o n s  of t h e s e  G u i d e l i n e s  s e t  p r e r e q u i s i t e s  f o r  
t h e  a w a r d  of f u n d s  by A . I . D .  t o  f i n a n c e  D e b t  f o r  Deue lopment  

- 

t r a n s a c t i o n s  and e s t a b l i s h  p r o c e d u r e s  f o r  e f f e c t i n g  s u c h  
t r a n s a c t i o n s  o n c e  a n  i n t e r m e d i a r y ' s  p r o p o s a l  f o r  a d e b t  e x c h a n g e  
has b e e n  a p p r o u e d .  

3 .  F o r e i q n  f i s s i s t a n c e  P U ~ P O S ~  o f  Each Debt  



- 
. 

- 
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- 

- 

I n  r e v i e w i n g  a n  a p p l i c a t i o n  f o r  a Oebt f o r  Development  
t r a n s a c t i o n ,  R . I . D .  w i l l  c o n s i d e r  w h e t h e r  t h e  u l t i m a t e  u s e  of t h e  
asset g e n e r a t e d  t h r o u g h  t h e  t r a n s a c t i o n  i s  d e f i n e d  w i t h  s u f f i c i e n t  
s p e c i f i c i t y  a n d  i s  w i t h i n  t h e  purposes of a n  a v a i l a b l e  f u n d i n g  
s o u r c e .  

8 

4. P u r c h a s e  of Oebt a t  Lowest . P o s s i b l e  P r i c e =  c r o m  
E s t a b l i s h e d  a n d  R e p u t a b l e  Se l l e r s :  R e q u i r e m e n t o f  A.I.D. 
R p p r o v a l :  4.I.D. f i n a n c i n g  may only be u s e d  t o  p u r c h a s e  d e b t  f r o m  
e s t a b l i s h e d  a n d  r e p u t a b l e  d e b t  h o l d e r s ,  such as  m a j o r  commerc i a l  
b a n k s .  R . I . D .  w i l l  e x p e c t  e a c h  i n t e r m e d i a r y  t o  u s e  6.1.0. 
f i n a n c i n g  t o  a c q u i r e  debt f rom s u c h  s e l l e r s  a t  t h e  l w e s t  p o s s i b l e  
p r i c e ,  r e f l e c t i n g  t h e  f u l l  d i s c o u n t  va lue  of s u c h  d e b t  i n  p r i v a t e  
commerc i a l  m a r k e t s .  No i n t e r m e d i a r y  may use 6 . 1 . 0 .  f i n a n c i n g  t o  
a c q u i r e  d e b t  w i t h o u t  A.I.D.'s e x p r e s s  p r i o r  a p p r o v a l  of t h e  
p r o p o s e d  t r a n s a c t i o n  and  sa le  p r i c e .  



- 

for t h e  agreed upon development purpose, and it shall comply with 
any further reporting requirements included in project agreements  
with h . 3 . D .  T h e  intermediary shall promptly transfer to U . I . D .  
any asset that for any reason the intermediary has become unable 
to u s e  i n  a manner consistent w i t h  its Debt for Development 
agreement with A . I . D .  

10. Interest Earned on.Local Currencies Obta ined  from 
the 0ebt'~xchanse: Local currencies obtained try intermediarfes. 
through debt exchange transactions shall be held in l n t e r e s t  
bearing accounts. The interert.earned on'all such currencies 
before their use for final program purposes s h a l l  be remitted.to 
E S . . I . O , . ,  for the account o f  the U.S. Treasury, i n  accordance with 
standard rules governing interest earned by FI.1.D.. grantaes.on 
advances. 



To d e v e l o p  a Debt  f o r  Deuelopmsnt  p r o p o s a l  t h a t  a d d r e s s e s  e a c h  of 
t h e  a b o v e  p o i n t s  and  t h a t  i s  s u f f i c i e n t l y  s p e c i f i c  and  d e f i n i t e ,  L 

an i n t e r m e d i a r y  may, i f  n e e d e d ,  request pre -ag reemen t  f u n d i n g  f rom 
a . 1 . D .  (as d e s c r i b e d  i n  Part II(D)(Z)(a) a b o u e ) .  A , f .D . ,  however .  
e x p e c t s  t o  make a v a i l a b l e  o n l y  a l i m i t e d  amvunt o f  f u n d i n g  f o r  
t h i s  p u r p o s e .  - 

- 

* 6.  V a r i o u s  Asreements  R e q u i r e d :  To e f f e c t  t h e  v a r i o u s  
t r a n s a c t i o n s  i n v o l v e d  i n  a Deb t  f o r  Ceue lopment  p l a n ,  s e p a r a t e  
a g r e e m e n t s  among p a r t i e s  w i l l  b e  r e q u i r e d ,  i n  t h e  f o l l t w i n g  

. . s e q u e n c e :  (a)  be tween  R . I . D .  a n d  t h e  f n t e r m e d i a r y  a p ? r o v i n q  t h e  
- terms a ~ d  conditions o f  t h e  f o r e i g n  a s s i s t a n c e  f l ~ f . n t i n g ;  

( b )  be tween  t h e  i n t e r m e d i a r y  and  t h e  d e b t o r  c o u n t r y  s t t a b l i s h i n g  r - 
t h e  p u r p o s e  and t e r m s  ( a s  described 5 n  P a r t  IX(D;~S) a b o u e )  o f  t h e  I - 

planned d e b t  e x c h a n g e ;  and  ( c )  be tween  t h e  i n t e r m e d i a r y  an6 t h e  A 

rU 
d e b t  h o l d e r  e f f e c t i n g  t h e  i n i t i a l  s a l e  of d e b t ,  

I n  e x c e p t i o n a l  c a s e s  it may be  mos t  e f f i c i e n t  t o  combine t h e  f i r s t  - 

t w o  o f  t h e s e  a g r e e m e n t s  i n t o  a s i n g l e  s u l t i - p i k - r y  a q r e e m e n t  among 
& . I . D . ,  t h e  i n t e r m e d i a r y  and d e b t o r  c o u n t r y .  A . I l , D .  w i l l  not be a 
p a r t y  t o  t h e  a g r e e m e n t  be tween  t h e  s e l l e r  of t k  debt  and  t h e  
i n t e r m e d i a r y  o r g a n i z a t i o n .  A s  discussed i n  P a r t  I1(0)(4) aboue. 
however ,  R.I.D. w i l l  r e q u i r e  the  i n t e r m e d i a r y  t o  r e c e i v e  f l . 1 . D . ' ~  
e x p r e s s  a p p r o u a l  o f  t h e  p r o p o s e d  t r a n s a c t i o n  and t a l e  p r i c e  b e f o r e  m7 

t h e  i n t e r m e d i a r y  expends  A.I.D. f u n d s  t o  a c q u i r e  d e b t .  




